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ACCOUNTING OFFICER’S RESPONSIBILITIES AND APPROVAL 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), 
to maintain adequate accounting records and is responsible for the content and integrity of the 
annual financial statements and related financial information included in this report, it is the 
responsibility of the accounting officer to ensure that the annual financial statements fairly 
present the state of affairs of the municipality as at the end of the financial year and the results 
of its operations and cash flows for the period then ended. The external auditors are responsible 
for reporting on the fair presentation of the annual financial statements. 

The anriual financial statements have been prepared in accordance with Standards of Generally 
Recognised Accounting Practices (GRAP). The annual financial statements are based upon 
appropriate accounting policies consistently applied and supported by reasonable and prudent 
judgements and estimates. 

The accounting officer acknowledges ultimate responsibility for the system of internal financial 
control established by the municipality and place considerable importance on maintaining a 
strong control environment. To enable the accounting officer to meet these responsibilities, the 
accounting officer sets standards for internal control aimed at reducing the risk of error or loss in 
a cost effective manner. The standards include the proper delegation of responsibilities within a 
clearly defined framework, effective accounting procedures and adequate segregation of duties to 
ensure an acceptable level of risk. These controls are monitored throughout the municipality and 
alt employees are required to maintain the highest ethical standards in ensuring the municipality's 
business is conducted In a manner that in all reasonable circumstances is above reproach, The 
focus of risk management in the municipality is on identifying, assessing, managing and 
monitoring all known forms of risk across the municipality. While operating risk cannot be fully 
eliminated, the municipality endeavours to minimise it by ensuring that appropriate infrastructure, 
controls, systems and ethical behaviour are applied and managed within predetermined 
procedures and constraints. 

The accounting officer is of the opinion, based on the Information and explanations given by 
management, that the system of internal control provides reasonable assurance that the financial 
records may be relied on for the preparation of the annual financial statements. However, any 
system of internal financial control can provide only reasonable, and not absolute, assurance 
against material misstatement or loss. 

The accounting officer has reviewed the municipality‘s cash flow forecast for the year to 30 June 
201 1 and, in the light of this review and the current financial position, he is satisfied that the 
municipality has or has access to adequate resources to continue in operational existence for the 
foreseeable future. 

The municipality is wholly dependent on the service charges and grants for continued funding of 
operations. The annual financial statements are prepared on the basis that the municipality is a 
going concern and that the Greater Giyani Municipality has neither the intention nor the need to 
liquidate or curtail materially the scale of the municipality. 
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The Accounting Officer further certifies that the remuneration of councillors as disclosed in the 
financial statements is in accordance with the Public Office Bearers Act {Act 
20 of 1998) and the Minister of Co-operative Governance and Traditional Affairs 's determination 
of upper limits of the salaries, allowances and benefits as promulgated annually. 

The annual financial statements set out on pages 5 to 48, which have been prepared on the 
going concern basis, were approved on 07 September 201 0 and were signed on behalf of the 
Municipality by: 
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STATEMENT OF FINANCIAL POSITION 


Notes 


2010 

R 

2009 

R 

ASSETS 




Current Assets 

Inventories 

4 

400 556 

442 920 

Trade and other receivables 

5 

339 655 

339 655 

Vat Receivable 

6 

17 205 227 

12 526 564 

Consumer debtors 

7 

1 865 593 

3 338 653 

Cash and cash equivalents 

8 

2 861 766 

1 131 954 

Total current assets 

- 

22 672 797 

17 779 746 

Short term investments 

35 

186 419 

174 200 

Non Current assets 

Property, plant and equipment 

3 

158 268 970 

45 809 530 

Total non current assets 

_ 

158 268 970 

45 809 530 

TOTAL ASSETS 


181 128 185 

63 763 476 

LIABILITIES AND NET ASSETS 

Liabilities 

Current Liabilities 

Trade and other payables 

12 

19031 910 

16 772 367 

Unspent conditional grants 

11 

700 752 


Provisions 




Bank overdraft 

8 


4 370 426 

Total Current Liabilities 


19 732 662 

21 142 793 

Non Current Liballties 

Accumulated surplus 

9 

161 395 524 

42 620 694 

TOTAL LIABILITIES AND NET ASSETS 

■ — 

181 128 185 

63 763 486 
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STATEMENT OF FINANCIAL PERFORMANCE 


Notes 2010 2009 

R R 


REVENUE 

Property rates 
Service charges 

Gain or loss on disposal of assets 
Rental of facilities and equipment 
Income from agency services 
Fines 

Licences and permits 
Government grants and subsidies 
Other grants 
Other income 

Interest received - investment 

TOTAL REVENUE 

EXPENDITURE 
Employee related costs 
Remuneration of councillors 
Depreciation and amortisation 
Finance costs 
Debt impairment 
Repairs and maintenance 
Bulk purchases - water 
Contracted services 
General expenses 
TOTAL EXPENDITURE 

Total Revenue 
Total Expenditure 

(DEFICIT) SURPLUS FOR THE YEAR 


14 

13 254 631 

14 743 703 

15 

3711 181 

6 087 199 


- 

1 647 394 


446 803 

575 692 

33 

8 036 411 

1 002 540 


184 740 

138 319 


2 836 130 

2 116 456 

16 

109 560 811 

90 385 578 


2 448 856 

1 181 786 

32 

942 681 

556 223 


797 853 

367 079 


142 220 096 

118 801 969 


18 

63 010 839 

48 716 671 

19 

12 255 831 

11 804 314 

22 

14 122 016 

1 589 496 

23 

38 421 

212 254 

20 

7 862 696 

9 564 528 


1 520 109 

1 893 430 

27 

2 222 797 

2 706 519 

17 

27 344 350 

16 544 146 


128 377 059 

93 031 358 


142 220 096 

118 801 969 


^128 377 059 

-93 031 358 


13 843 038 

25 770 611 
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STATEMENT OF CHANGES IN NET ASSETS 




Acc Surplus 

Total 

Balance as at 01 July 2008 


22 430 622 

22 430 622 

Surplus for the year ended 30 June 2009 


25 770 611 

25 770 611 

Balance as at 30 June 2009 as previously reported 


48 201 233 

48 201 233 

Correction of errors prior year * 


•1 171 679 

-1 171 679 

Account re-classified 

9.2 

17 955 

17 955 

PPE values adjusted (municipal houses - cost) 

9,2 

-1 274 500 

-1 274 500 

PPE values adjusted (municipal houses - Acc depr) 

9.2 

84 966 

84 966 

Prior year adjustments 

9.1 

■4 408 973 

-4 408 973 

Re-stated balance as at 30 June 2009 


42 620 682 

46 858 076 

Opening balance as at 01 July 2009 


42 620 682 

45 858 076 

Current year changes In net assets - 


118 774 836 

118 774 836 

Assets recognition at fair values 

1 

r 104 931 798 

104 931 798 

Surplus for the year 

1 

13 843 038 

13 843 038 

Balance at end of year 


161 395 517 

164 632 911 
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CASHFLOW STATEMENT 


Notes 2010 2009 

R R 


Cashflows from operating activities 


Receipts 


Sale of goods and services 


16 965 813 

20 830 902 

Grants 


112 009 666 

91 567 364 

Interest income 


797 853 

367 079 

Other receipts 


15 449 423 

-16 094 996 



145 222 755 

96 670 349 

Payments 

Employee costs 


-75 266 670 

-60 520 985 

Suppliers 


-31 087 256 

8 622 808 

Finance costs 


-38 421 

-212 254 

Other payments 


-11 080 517 

-23 622 849 


-117 472 864 

■75 733 280 

Total receipts 


146 222 755 

96 670 349 

Total payments 


-117 472 864 

-75 733 280 

Net cashflows from operating activities 

28 

27 749 891 

20 937 069 

Cashflows from investing activities 




Purchase of property, plant and eqquipment 

3 

*126 581 461 

-21 787 527 

Proceeds from sale of property, plant and equipment 

3 

- 

1 647 394 

Fair value recognition -roads and related infrastructure 

3 

104 931 798 

- 

Net cashflows from Investing activities 


-21 649 663 

-20 140 133 

Net increase (decrease) in cash and cash equivalents 


6 100 228 

796 936 

Cash and cash equivalents at beginning of year 


*3 238 461 

-4 036 397 

Cash and cash equivalents at end of year 

8 

2 861 767 

-3 238 461 
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ACCOUNTING POLICIES 


1. Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with South African 
Statements of Generally Recognised Accounting Practice (GRAP) issued by the Accounting 
Standards Board in accordance with the Municipal Finance Management Act (Act 56 of 
2003).These annual financial statements have been prepared on an accrual basis of accounting 
and are in accordance with historical cost convention unless specified otherwise. They are 
presented in South African Rand. These accounting policies are consistent with the previous 
period. 

1.1 Significant Judgements 

In preparing the annual financial statements, management is required to make estimates and 
assumptions that affect the amounts represented in the annual statements and related 
disclosure. Use of available information and the application of judgement is inherent in the 
formation of estimates. Actuai results in the future could differ from these estimates which may 
be material to the annual financial statements. 

Use of estimates 

The preparation of financial statements in conformity with Generally Recognised Accounting 
Practice requires the use of certain of critical accounting estimates. It also requires 
management to exercise its judgement in the process of applying the Municipality's accounting 
policies. The area involving a higher degree of judgement or complexity, or area where 
assumptions and estimates are significant to financial statements are disclosed in the relevant 
sections of the financial statements. Although these estimates are based on management's best 
knowledge of current events and actions they may undertake in the future, actual results 
ultimately may differ from those estimates. 

1.2 Presentation of Currency 

These annual financial statements are presented in South African Rand. 

1.3 Going concern assumption 

These annual financial statements have been prepared on a going concern basis. 

1.4 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) 
that are held for use in the production or supply of goods or services, rental to others, or for 
administrative purposes, and are expected to be used during more than one period. Property, 
plant and equipment is initially measured at cost. The cost of an item of property, plant and 
equipment is the purchase price and other costs attributable to bring the asset to the location and 
condition necessary for it to be capable of operating in the manner intended by management. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of 
acquisition. Where an item of property, plant and equipment is acquired in exchange for a non- 
monetary asset or monetary assets, or a combination of monetary and non-monetary assets, the 
asset acquired is initially measured at fair value (the cost). If the acquired item's fair value was 
not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

Property, plant and equipment is carried at cost less accumulated depreciation and any 
impairment losses except for Infrastructure assets which is carried at re-valued amount being 
the fair value at the date of revaluation less any subsequent accumulated depreciation and 
subsequent accumulated impairment losses. 
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GREATER GIYANI MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2010 

ACCOUNTING POLICIES 


When an item of property, plant and equipment is re-valued, any accumulated depreciation at 
the date of the revaluation is eliminated against the gross carrying amount of the asset and the 
net amount restated to the re-valued amount of the asset. 


The revaluation surplus in equity related to a specific item of property, plant and equipment is 
transferred directly to retained earnings as the asset is used. The amount transferred is equal to 
the difference between depreciation based on the re-valued carrying amount and depreciation 
based on the original cost of the asset. 

Property, plant and equipment are depreciated on the straight line basis over their expected 
useful lives to their estimated residual value. The useful lives of items of property, plant and 
equipment have been assessed as follows: 


Item 

Buildings 

Plant and equipment 
Motor vehicles 
Office equipment 
IT equipment 
Community halls 

Roads, pavements, bridges and storm water 

Security measures 

Libraries 

Car partes, bus terminals and taxi ranks 

Street lighting 

Refuse sites 

Fire services 

Clinics 

Cemeteries 

Park and gardens 

Street names, signs and parking meters 
Sport fields 
Specialised vehicles 
Water meters 

Sewerage purification and reticulation 
Water resenroirs and reticulation 
Housing 30 
Electricity reticulation 


Average useful life 

30 

2- 15 
4-7 

3- 7 
3-5 
30 

10-30 

3-10 

30 

20 

20-25 

30 

30 

30 

30 

10-30 

5 

10-30 

15 

7 

15-20 

15-20 

15-30 


The residual value, and the useful life and depreciation method of each asset are reviewed at 
the end of each reporting date. If the expectations differ from previous estimates, the change is 
accounted for as a change in accounting estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to 
the total cost of the Item is depreciated separately. The depreciation charge for each period is 
recognised in surplus or deficit 

Items of property, plant and equipment are derecognised when the asset is disposed of or when 
there are no further economic benefits or service potential expected from the use of the asset. 
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GREATER GIYANI MUNICIPALITY 

Annual Financial Statamants for the year ended 30 June 2010 

ACCOUNTING POLICIES 


The gain or loss arising from da-recognition of an item of property, plant and equipment is 
included in surplus or deficit when the item is derecognised. The gain or loss arising from the 
de-recognition of an item of property, plant and equipment is determined as the difference 
between the net disposal proceeds, if any, and the carrying amount of the item. 

Assets which the municipality holds for rentals to others and subsequently routinely sell as part 
of the ordinary course of activities, are transferred to inventories when the rentals end and the 
assets are available-for-sale. These assets are not accounted for as non-current assets held for 
sale. Proceeds from sales of these assets are recognised as revenue. All cash flows on these 
assets are included in cash flows from operating activities in the cash flow statement. 

Exemptions 

The municipality has adopted Directive 4 issued by the Accounting Standards Board in March 
2009, paragraph .71 to .83, which allows a period of 3 years from the date of initial adoption of 
GRAP 17 to comply in full with the recognition requirements of the standard. 

1.5 Financial instruments 

Classification 

The municipality classifies financial assets and financial liabilities into the following categories: 
Classification depends on the purpose for which the financial instruments were obtained/ 
incurred and takes place at initial recognition. Classification is re-assessed on an annual basis, 
except for derivatives and financial assets designated as at fair value through surplus or deficit, 
which shall not be classified out of the fair value through surplus or deficit category. 

Trade and other receivables 

A provision for impairment is established when there is objective evidence that the municipality 
will not be able to collect all amounts due according to the original terms of receivables. 
Significant financial difficulties of the debtor and default or delinquency in payments of all debt 
outstanding for more than 120 days are considered indicators that the trade receivables are 
impaired. Bad debts are written off during the year in which they are identified as irrecoverable, 
which may not be the date on which the provision is raised. 

Trade and other payables 

Trade creditors are initially recognised at fair value and subsequently measured at amortised 
cost using the effective interest method. 

Cash and cash equivalents 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term investments 
that are held with registered banking institutions with maturities of 32 days or daily calls. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on 
hand, deposits held on call with banks and investments in financial instruments, net of bank 
overdrafts. Bank overdrafts are recorded on the facility utilised. Finance charges on bank 
overdrafts are expensed as incurred. 

Bank overdraft and borrowings 

Bank overdrafts and borrowings are initially measured at cost, and are subsequently measured 
at amortised cost, using the effective interest rate method. Any difference between the proceeds 
(net of transaction costs) and the settlement or redemption of borrowings is recognised over the 
term of the borrowings in accordance with the municipality's accounting policy for borrowing 
costs. 


11 



lO-DEC-2010 FRI 13:48 


FAX NO. 0158120299 


P. 13/49 


GREATER GIYANI MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2010 

ACCOUNTING POLICIES 


1.6 Investments held-to-maturlty 

Subsequent to initial recognition, held-to-maturity assets are measured at amortised cost 
calculated using the effective interest method. Investments which include listed government 
bonds, unlisted municipal bonds, fixed deposits and short term deposits invested in registered 
banks are stated at cost. 

Where investments have been impaired, the carrying value is adjusted by the impairment loss 
and this is recognised as an expense In the period that the impairment Is identified. 

Surplus funds are invested in terms of Council's Investment Policy. Investments are only made 
with financial institutions registered in terms of the Deposit Taking Institutions Act of 1990 with 
an A1 or similar rating institution for safe investment purposes. The investment period should be 
such that it will not be necessary to borrow funds against the investments at a penalty interest 
rate to meet commitments. 

1 J Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments. 
They are included in current assets, except for maturities in excess of 12 months which are 
classified as non-current assets. 

Loans and receivables are recognised initially at cost which represents fair value. After initial 
recognition financial assets are measured at amortised cost using the effective interest rate, 

1.8 Leasee 

Operating leasee - lessee 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease payments or receipts are recognised on the basis of the actual cash inflows 
and outflows. 

1.9 Inventories 

The cost of inventories comprises of all costs of purchase, costs of development, costs of 
conversion and other costs incurred in bringing the inventories to their present location and 
condition. 

Consumable stores, raw materials, work in progress, unused water, and finished goods are 
valued at the lower of cost and net realisable value. In general, the basis of determining cost is 
the weighted average cost of commodities. 

Redundant and slow-moving stock are identified and written down with regard to their estimated 
economic or realisable values and sold following the municipality's approved disposal strategy. 
Consumables are written down with regard to age, condition and utility. 

Unsold properties are valued at the lower of cost and net realisable value on a specific 
identification cost basis. Direct costs are accumulated for each separately identifiable 
development. Costs also include a proportion of overhead costs. 

I.IOTurnover 
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GREATER GIYANI MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2010 

ACCOUNTING POLICIES 


Turnover comprises the invoiced values of the consideration received or receivable for the sale 
of goods and services in the ordinary course of the Municipality's activities. Revenue is shown 
Sf the Munfcrpll^^^^ ‘ discounts and after eliminated revenue within departments 

Revenue from Exchange Transactions 

Service charges relating to water are based on consumption. Meter readings are taken on a 

monthly basis and are recognised as revenue when invoiced. Provisional estimates are not 
used to estimate the revenue. 


Revenue from sale of goods is recognised when the risks and rewards of ownership are passed 
to purchaser. Revenue arising from the application of the approved tariff of charges is 
recognised when the relevant service is rendered by applying the relevant gazetted tariff This 
includes the issuing of licences and permits. 

Interest and rentals are recognised on a time proportion basis. Income for agency services is 
recognised on a monthly basis once the income collected on behalf of agents has been 
quantified. The income recognised is in terms of the agency agreement. 


Revenue from public contributions is recognised when all conditions associated with the 
contribution have been met. Where public contribution has been received but municipality has 
not met the condition, a liability is recognised. 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. 
Adjustments or interim rates are recognised once the municipal valuer has valued the chanoe to 
properties. 


Collection charges are recognised when such amounts are legally enforceable. 

Fines constitute both spot fines and summons. Revenue from spot fines and summons is 
recognised when payment is received. 

Donations are recognised on a cash receipt basis or where the donation is in the form of 
property, plant and equipment at the fair value of the consideration received or receivable. 
Contributed property, plant and equipment is recognised when the deed of transfer is signed or 
when title of the items of property, plant and equipment is transferred to the Municioalitv 
whichever happens first. ' 

1.11 Provisions and contingencies 

The amount of a provision is the best estimate of the expenditure expected to be required to 
settle the present obligation at the reporting date. Where the effect of time value of money is 
material, the amount of a provision is the present value of the expenditure expected to be 
required to settle the obligation. The discount rate is a pre-tax rate that reflects current market 
assessments of the time value of money and the risks specific to the liability. Where some or all 
Of the expenditure required to settle a provision is expected to be reimbursed by another party, 
the reimbursement is recognised when, and only when, it is virtually certain that reimbursement 
will be received if the municipality settles the obligation. The reimbursement is treated as a 

separate asset. The amount recognised for the reimbursement does not exceed the amount of 
the provision. 


Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate 
Provisions are reversed if it is no longer probable that an outflow of resources embodying 
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GREATER GIYANI MUNICIPALITY 

Annual Financial Statements for the year ended 30 June zoio 

accounting policies 


recognised for future operating deficits, 

that is, there is a binding agreement. 

After their initial recognWon contingent liabilities combinations that are 

recognised separately are subsequently measured at the higher of. 

<3 the amount that would be recognised as a provision, and 
o the amount initially recognised less cumulative amortisation. 

contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in 
note. 

SSS KmSS. TO ™ th. o«.d»on. or .bw.« h.v. no, 

been met a liability is raised. 

I.ISUnauthorised u.. ^een budgeted, expenditure that is not in 

Unauthorised expenditure is another sphere of government, 

terms of the conditions of an allocation r permitted in 

municipality or organ of state Act*(Act 56 of 2003). Unauthorised expenditure is 

terms of the Municipal Finance . of Financial Performance and where recovered, it 

MM), mo M"»o,p« SS"> wl, oholo rooooaomom POMT, 

reason for the reclassification is disclosed. 
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GREATER GIYANI MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2010 

ACCOUNTING POLICIES 


1.1 7 Employee benefits 

Short-term employee benefits i. 

The cost of short-term employee benefits, (those payable within 12 months after the service is 
rendered, such as paid vacation ieave and sick leave, bonuses, and non-monetary benefits 
such as medical care), are recognised In the period in which the service is rendered and are not 

The expected cost of compensated absences is recognised as an expense as the employees 
render services that increase their entitlement or, in the case of non-accumulating absences, 

when the absence occurs. , 

The expected cost of surplus sharing and bonus payments is recognised as an expense when 

there is a legal or constructive obligation to make such payments as a result of past 
performance. 

Defined contribution plans 

Payments to defined contribution retirement benefit plans are charged as an expense as they 

Paym'ents made to Municipal Employees Pension Fund, Municipal Gratuity Fund and SAMWU 
Provident Fund-managed retirement benefit schemes are dealt with as defined contribution 
plans where the municipality's obligation under the schemes is equivalent to those arising in a 
defined contribution retirement benefit plan. Councillors are members of the 
Councillors Pension Fund that was established in terms of the Remuneration of the Public 

Office Bearers Act 1998 (Act 20 of 1998). 

Obliaations for contributions to defined contribution plans are recognised as an expense in the 
income statement aa incurred. Contributions to the defined ‘ 

of service in a particuiar period are included in the employees total cost of ernployment and are 
charged to the statement of financial performance in the year to which they relate as part of cost 
of employment. 

1.1 8 Borrowing costs 

All Other borrowing costs are recognised as an expense in the period in which they are incurred. 

Capitalisation ceases when substantially all the activities necessary to prepare the qualifying 
asset for its intended use or sale are complete. When the muniapality completes the 
construction of a qualifying asset in parts and each part is capable of being used 
construction continues on other parts, the entity ceases capita hsing 
completes substantially all the activities necessary to prepare that part for its intended use or 

sale. 

Consumer°deposit8 are * » partial security for a future payment of an 

therefore required to pay a deposit equal to two months consumption 

services. Deposits are considered a liability as the deposit is only refunded once ‘hf sereiM is 

terminated. No interest is paid on deposits as the GGM is not a deposits . 

terms of Banking Act. For the current financial period consumer deposits have been waived by 

council decision. 

1.20 Events after balance sheet date 
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Recognised amounts in the financial statements are adjusted to reflect events arising after the 
balance sheet date that provide evidence of conditions that existed at the balance sheet date. 
Events after the balance sheet date that are indicative of conditions that arose after the balance 
sheet date are dealt with by way of a note to the financial statements. 


1.21 Value Added Tax 

VAT is payable on the receipts basis. Only once the payment is received from 
paid over SARS. 


debtors is VAT 


1 . 22 lmpalrmont of cash-generating aaaet* ... u * f 

Cash-generating assets are those assets held by the municipality with the primary objective of 

generating a commercial return. . . 

When an asset is deployed in a manner consistent with that adopted by a profit-orientated 

entity, it generates a commercial return, . 

Impairment is a loss in the future economic benefits or service potential of an asset, over and 
above the systematic recognition of the loss of the asset's future economic benefits or service 
potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial 
position after deducting any accumulated depreciation and accumulated impairment losses 


A cash-generating unit is the smallest identifiable group of assets held with the primary objective 
of generating a commercial return that generates cash inflows from continuing use that are 
largely independent of the cash inflows from other assets or groups of assets. 


Costs of disposal are incremental costs directly attributable to the disposal of an asset, 
excluding finance costs and income tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset 
over its useful life. 


Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm s length 
transaction between knowledgeable, willing parties, less the costs of disposal. 


Recoverable amount of an asset or a ca8h.generating unit is the higher its fair value less costs 
to sell and its value in use. 

Useful life is the period of time over which an asset is expected to be used by the municipality. 


Revenue from exchange transactions ^ 

Revenue is the gross inflow of economic benefits or service potential during the reporting period 
when those inflows result in an increase in net assets, other than increases relating to 
contributions from owners. 


An exchange transaction is one in which the municipality receives assets or services, or has 
liabilities extinguished, and directly gives approximately equal value (primarily in the form of 
goods, services or use of assets) to the other party in exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable, willing parties in an arm's length transaction. 
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1.23 Offsetting 

Assets, liabilities, revenue and expenses have not been offset. 
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2. New Standards and Interpretations 


2.1 IFRIC 16 (AC 449) Hedges of a Net Investment in a Foreign Operation 

The interpretation deals with the following issues: 

o Presentation currency does not create an exposure to which an entity may apply hedge 

accounting. 

o Consequently, a parent entity may designate as a hedged risk only the foreign exchange 
differences arising from 

0 a difference between its own functional currency and that of its foreign operation, 
o Any entity or entities within a group can hold a hedging instrument in a hedge of a net 
investment in a foreign 

o operation. The parent entity holding the net investment in a foreign operation therefore 
does not also have to hold the hedging instrument, 
o How an entity should determine the amounts to be reclassified from equity to profit or 
loss for both the hedging instrument and the hedged item when the entity disposes of 

o IAS 39 (AC 133) Financial Instruments: Recognition and Measurement must be applied 
to determine the amount that needs to be reclassified to profit or loss from the foreign 
currency translation reserve in respect of the hedging instrument arid IAS 21 {AC 1 1 1 ) 

The Effects of Changes in Foreign Exchange Rates must be applied in respect of the 

hedged item. 

The effective date of the interpretation is for years beginning on or after 01 October 2008; Jhe 
municipality has adopted the interpretation for the first time in the 2010 annual financial statements. 
In the current financial year, the standard is not relevant to the municipality s operations. 

2.2 IFRIC 16 (AC 448) Agreements for the Construction of Real Estates 

IFRIC 1 5 (AC 448) specifies whether an agreement for the constmction rf real 
the scope of IAS 1 1 (AC 109): construction Contracts or IAS 18 (AC 1 1 1): revenue, and thus 
impacts the related recognition of revenue. An agreement for the construction of ® 

construction contract within the scope of IAS 1 1 (AC 1 09) only when the buyer is 
the major structural elements of the design of the reel estate before construction b^ins and/or 
specify major structural changes once construction is in progress. Revenue m such cases 
Should be determined in accordance with the percentage of s°"ipletion of the contract, nal 
other cases, IAS 1 8 (AC 1 1 1 ) applies. If I AS 1 8 (AC 1 1 1 ) applies and the entity 'S red to 
provide the materials for the construction as well as carry out the construction adivity, the 
supply represents the sale of goods. In such cases, revenue is recognised on del'vfn/ of 'fte 
constructed asset. If the entity is not required to provide materials, but only to construcUhe real 
estate, the supply is the rendering of services, and revenue should be recognised on the 
percentage of completion basis. 

The effective date of the interpretation is for years beginning on or after 01 ^nuary 200a The 
municipality has adopted the interpretation for the first time in the 2010 annual financial 
statements. In the current financial year, the standard is not relevant to the municipality s 

operations 
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2.3 IFRS 2 (AC 139) Amendment: IFRS 2 - Share-based Payment: Vesting Conditions 
and Cancellations 

The amendment clarifies that vesting conditions are only performance conditions or service 
conditions. All other conditions are non-vesting conditions. 

accounted for in the same manner as market conditions. It further clarifies that if either can 
choose not to satisfy a non-vesting condition, then the arrangement is treated as a cancellation 
upon non fulfilment of that condition. 

The effective date of the amendment is for years beginning on or after 01 January 2009, The 
municipality has adopted the amendment for the first time in the 2010 annual 
statements. In the current financial year, the standard is not relevant to the municipality s 

operations. 

2.4 IAS 32 (AC 125) Financial Instruments: Presentation and IAS 1 (AC 101) 
Presentation of Financial Statements Amendment: Puttable Financial Instruments 
and obligations Arising on Liquidation 

The revision requires that certain puttable financial instruments and entiW on 

impose on the entity an obligation to deliver a pro rata share of the net assets ^ 

liquidation should be classified as equity if certain conditions are met Any ° 

items are to be disclosed in the financial statements, together with information concerning the 
entity's objectives and policies with regards to managing such obligations. 

The effective date of the standard is for years beginning on ®fter OUanuary 2009^ 

The municipality has adopted the standard for the first time in the 2010 annual ^ ®' 

statements. In the current financial year, the standard is not relevant to the municipality s 

operations. 

2.5 May 2008 Annual Improvements to IFRS’s: Amendments to IFRS 7 (AC 144) 
Financial Instruments: Disclosures 

The amendment relates to changes in the Implementation Guidance of Standard. 'Total 
interest income’ was removed as a component of finance costs from paragraph IG 1 3^Th s was 
S reSnwnsistency with the requirement of IAS 1 (AC 101 ) Presentation of Financial 
Statements which precludes the offsetting of income and expenses. 

The effective date of the amendment is for years beginning on or after 01 2009. The 

municipality has adopted the amendment for the first time in the 2010 annual fmancia 
statements. In the current financial year, the standard is not relevant to the municipality s 

operations. 

2.6 May 2008 Annual Improvements to IFRS’s: Amendments to IAS 19 (AC 116) 
Employee Benefits 

With regards to curtailments and negative past service costs clarifiMtlon has been made that 
o Wen a plan amendment reduces benefits, the effect of the reduction for future sew w 
is a curtailment and the effect of any reduction for past service is a negative past service 

cost; 
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0 Negative past service cost arises when a change in the benefits attributable to past 
service results in a reduction in the present value of the defined benefit obligation; and 
o A curtailment may arise from a reduction in the extent to which future salary increases 
are linked to the benefits payable for past service. 

The definition of 'return on plan assets' has also been amended to require the deduction of plan 
administration costs only to the extent that such costs have not been reflected in the actuarial 
assumptions used to measure the defined benefit obligation. The term “fall due in the definition 
of “short term employee benefits" has been replaced with “due to be settled". 

The effective date of the amendment is for years beginning on or after 01 January 2009. The 
municipality has adopted the amendment for the first time in the 2010 annual financial 
statements. In the current financial year, the standard is not relevant to the municipality's 

operations. 

2.7 May 2008 Annual Improvements to IFRS’s: Amendments to IFRS 7 (AC 144) 
Financial Instruments: Disclosures; IAS 32 (AC 125) Financial Instruments: 
Presentation; IAS 28 (AC 110) Investments in Associates and IAS 31 (AC 119) 
Interests in Joint Ventures 

The amendment adjusted the disclosure requirements of investments in associates and 
interests in joint ventures which have been designated as at fair value through profit or loss or 
are classified as held for trading. The amendment provides that only certain specific disclosure 
requirements of IAS 28 (AC 1 10) Investments in Associates and IAS 31 (AC 1 19) Interests in 
Joint Ventures are required together with the disclosures of IFRS 7 (AC 144) Financial 
Instruments: Disclosures; IAS 32 (AC 125) Financial Instruments; Presentation. 

The effective date of the amendment is for years beginning on or after 01 January 2009. The 
municipality has adopted the amendment for the first time in the 2010 annual financial 
statements. In the current financial year, the standard is not relevant to the municipality s 

operations. 

2.8 May 2008 Annual Improvements to IFRS’s: Amendments to IAS 36 (AC 128) 
Impairment of Assets 

The amendment requires disclosures of estimates used to determine the recoverable amount of 
cash-generating units containing goodwill or intangible assets with indefinite useful lives. 
Specifically, the following disclosures are required when discounted cash flows are used to 

estimate fair value less costs to sell; 

o The period over which management has projected cash flows; 
o The growth rate used to extrapolate cash flow projections; and 
o The discount rate(s) applied to the cash flow projections. 

The effective date of the amendment is for years beginning on or after 01 January 2009. 

The municipality has adopted the amendment for the first time in the 2010 annual financial 
statements. The interpretation has no Impact on the accounting policies already adopted, 

2.9 May 2008 Annual Improvements to IFRS’s: Amendments to IAS 39 (AC 133) 
Financial Instruments: Recognition and Measurement 
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IAS 39 (AC 133) prohibits the classification of financial instruments into or out of the fair value 
through profit or loss category after initial recognition. The amendments set out a number of 
changes in circumstances that are not considered to be reclassifications for this purpose. 

The amendments have also removed references to the designation of hedging instruments at 
the segment level. The amendments further clarify that the revised effective interest rate 
calculated when fair value hedge accounting ceases, in accordance with paragraph 92 IAS 39 
(AC 133) should be used for the re-measurement of the hedged item when paragraph AGS of 
IAS 39 (AC 133) is applicable. 

The effective date of the amendment is for years beginning on or after 01 January 2009, The 
municipality has adopted the amendment for the first time in the 2010 annual financial statements. 
The interpretation has no impact on the current financial statements. 

2.10 IAS 36 (AC 128) Impairment of Assets: Consequential amendments 

Under certain circumstances, a dividend received from a subsidiary, associate or joint venture 
could be an indicator of Impairment. This occurs when: 

o Carrying amount of investment in separate financial statements is greater than carrying 
amount of investee's net 

o assets Including goodwill in consolidated financial statements or 
o Dividend exceeds total comprehensive income of investee in period dividend is declared. 

The effective date of the amendment is for years beginning on or after 01 January 2009. The 
municipality has adopted the amendment for the first time in the 2010 annual financial 
statements. In the current financial year, the standard is not relevant to the municipality’s 
operations. 

2.11 IFRS 3 (AC 140) (Revised) Business Combinations 

The revisions to IFRS 3 (AC 140) Business combinations require: 
o Acquisition costs to be expensed. 

o Non-controlling interest to either be calculated at fair value or at their proportionate share 
of the net identifiable assets of the acquiree. 

o Contingent consideration to be included in the cost of the business combination without 
further adjustment to goodwill, apart from measurement period adjustments, 
o All previous interests in the acquiree to be remeasured to fair value at acquisition date 
when control is achieved in stages, and for the fair value adjustments to be recognised 
in profit or loss. 

o Goodwill to be measured as the difference between the acquisition date fair value of 
consideration paid, non-controlling interest and fair value of previous shareholding and 
the fair value of the net identifiable assets of the acquiree, 
o The acquirer to reassess, at acquisition date, the classification of the net identifiable 
assets of the acquiree, except for leases and insurance contracts, 
o Contingent liabilities of the acquiree to only be included in the net identifiable assets 
when there is a present obligation with respect to the contingent liability. 

The effective date of the standard is for years beginning on or after 01 July 2009. The 
municipality has adopted the standard for the first time in the 2010 annual financial statements. 

In the current financial year, the standard is not relevant to the municipality's operations. 
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2.12 IAS 12 (AC 102) Income Taxes - consequential amendments due to IAS 27 (AC 
132) (Amended) Consolidated and Separate Financial Statements 


The amendment is as a result of amendments to IAS 27 (AC 132) Consolidate and Separate 
Financial Statements. The amendment refers to situations where a subsidiary, on acquisition 
date, did not recognise a deferred tax asset in relation to deductible temporary differences, 
because, for example, there may not have been sufficient future taxable profits against which to 
utilise the deductible temporary differences. If the deferred tax asset subsequently becomes 
recognisable, the amendment now requires that the deferred tax asset should be recognised 
against goodwill (and profit or loss to the extent that it exceeds goodwill), only if it results from 
information in the measurement period about circumstances that existed at acquisition date. No 
adjustment may be made to goodwill for information outside of the measurement period. 

The effective date of the amendment is for years beginning on or after 01 July 2009. 

The municipality has adopted the amendment for the first time in the 2010 annual financial 
statements. In the current financial year, the standard is not relevant to the municipality's 
operations. 

2.13 May 2008 Annual Improvements to IFRS’s: Amendments to IFRS 5 (AC 142) Non- 
current Assets Held for Sale and Discontinued Operations 

The amendment clarifies that assets and liabilities of a subsidiary should be classified as held 
for sale if the parent is committed to a plan involving loss of control of the subsidiary, regardless 
of whether the entity will retain a non-controlling interest after the sale. 

The effective date of the amendment is for years beginning on or after 01 July 2009. 

The municipality has adopted the amendment for the first time in the 2010 annual financial 
statements. In the current financial year, the standard is not relevant to the municipality’s 
operations. 

2.14 IAS 39 (AC 133) Financial Instruments: Recognition and Measurement - 
Amendments for eligible hedged items 

The amendment provides clarification on two hedge accounting issues: 
o Inflation in a financial hedged item and 
o A one sided risk in a hedged item. 

The effective date of the amendment is for years beginning on or after 01 July 2009, 

The municipality has adopted the amendment for the first time in the 2010 annual financial 
statements. In the current financial year, the standard is not relevant to the municipality's 
operations. 

2.15 Amendment to IAS 39 (AC 133) and IFRS 7 (AC 144); Reclassification of Financial 
Assets 

The amendment permits an entity to reclassify certain financial assets out of the fair value 
through profit or loss category if certain stringent conditions are met. It also permits an entity to 
transfer from the available for sale category to loans and receivables under certain 
circumstances. Additional disclosures are required in the event of any of these reclassifications. 
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The effective date of the amendment is for years beginning on or after 01 July 2009, 

The municipality has adopted the amendment for the first time in the 2010 annual financial 
statements. The interpretation has no impact on the current financial statements. 

2.16 GRAP 4; The Effects of Changes in Foreign Exchange Rates 

The initial application of GRAP 4 will have no impact on the annual financial statements. 

The following Directives also need to be considered; 

Directive 2 * Transitional provisions for public entities, municipal entities and constitutional 
institutions, requires retrospective application on the initial adoption of the Standard except for 
the acquisition of foreign operations. 

Directive 3 - Transitional provisions for high capacity municipalities requires retrospective 
application of the Standard, 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires 
retrospective application of the Standard. 

The effective date of the standard is for years beginning on or after 01 April 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial 
statements. In the current financial year, the standard is not relevant to the municipality’s 
operations. 

2.17 GRAP 5: Borrowing Costs 

This Standard allows entities, in the exceptionally rare cases, to expense borrowing costs that 
are directly attributable to the acquisition, construction or production of a qualifying asset. This 
applies when it is inappropriate to capitalise borrowing costs. It is inappropriate to capitalise 
borrowing costs when, and only when, there is clear evidence that it is difficult to link the 
borrowing requirement of an entity directly to the nature of the expenditure to be funded i.e. 
capital or current. In such cases, an entity shall expense those borrowing costs related to a 
qualifying asset directly to the statement of financial performance. The following Directives also 
need to be considered: 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 
institutions requires that the Standard will only apply to borrowing costs incurred on qualifying 
assets where the commencement date for capitalisation is on or after the effective date of the 
Standard. 

Directive 3 - Transitional provisions for high capacity municipalities requires that the Standard 
will only apply to borrowing costs incurred on qualifying assets where the commencement date 
for capitalisation is on or after the effective date of the Standard. 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires only 
prospective application of the Standard and only will apply to borrowing costs incurred on 
qualifying assets where the commencement data for capitalisation Is on or after the effective 
date of the Standard. 

The effective date of the standard is for years beginning on or after 01 April 2009. The 
municipality has adopted the standard for the first time in the 2010 annual financial statements. 
In the current financial year, the standard is not relevant to the municipality's operations. 

2.18 GRAP 6: Consolidated and Separate Financial Statements 
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GRAP 6 includes specific guidance on whether control exists and on power conditions to 
determine whether control exits in a public sector context - public 

consider impact of this guidance to determine whether an investment should be accounted for in 
accordance with CRAP 6. GRAP 6 includes specific guidance and explanatory matenal on the 
accounting of special purpose entities adopted from SIC 12 - SA specific public sector 
amendment. Public sector entities need to consider impact of 

whether an investment should be accounted for in accordance with GRAP e^Theinrt al 
application of GRAP 6 will have no impact on the annual financial statements. The following 
Directives also need to be considered: 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 
institutions, requires retrospective application of the Standard. 

Directive 3 - Transitional provisions for high capacity municipalities requires r®* 
application of the Standard for separate annual financial tn the 

financial statements the result of initially adopting the Standard shall be . 

economic entity as an adjustment to the opening balance of accurnulated surplus or deficit and 
comparative information need not be restated for the economic entity. 

Directive 4 - Transitional provisions for medium and low capacity muriicipalities 
retrospective application of the Standard for separate annual financial . 

consolidated annual financial statements the result of Initially adopting the Stand® d aha I be 
recognised In the economic entity as an adjustment to the opening balance of accumulated 
surpUis or deficit and comparative information need not be restated for the economic entity. 

The effective date of the standard is for years beginning on .“t^er 01 April 2009- 
The municipality has adopted the standard for the first time in the 2010 annual financial 
statements. In the current financial year, the standard Is not relevant to the municipality s 

operations. 

2*19 GRAP 7: Investments in Associates 

An associate is an entity in which the investor has * 

controlled entity nor a joint venture of the investor. J® over 

oarticioate in the financial and operating policy decisions of the investee but is not control over 

those policies. The investor must exercise judgement in the context of all , 

to determine if it has significant Influence over an investee. An investor , 

in associates in the consolidated annual financial stateinents usirjg the equity 
application of GRAP 7 will have no impact on the annual financial statements. The following 

Diractives also need to be considered: 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 
institutions requires retrospective application of the Standard, 

Directive 3 - ^ansitional provisions for high capacity municipalities requires retrospective 
application of the Standard for separate annual financial 

to annual financial statements as a result of init ally applying method sh^^^^^^ 

recognised as an adjustment to the opening balance of accumulated ‘ jL.. 

perii^ in which the Standard is adopted. Comparative information need not be restated in these 

Wr^ive"^- Transitional provisions for medium and low capacity municipalities requires 
rstrospsctive application of the Standard for separate annuai financial statements. Any 
adjustments required to annual financial statements as a result of 
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initially applying the equity method shall be recognised as an adjustment to the opening balance 
of accumulated surplus or deficit of the period in which the Standard is adopted. Comparative 
information need not be restated in these annual 
financial statements. 

The effective date of the standard is for years beginning on or after 01 April 2009, 

The municipality has adopted the standard for the first time in the 2010 annual financial 
statements. In the current financial year, the standard is not relevant to the municipality's 
operations. 

2.20 GRAP 8; Interests In Joint Ventures 

GRAP 8 uses a different definition for joint venture and joint control - contractual arrangement 
has been replaced by binding arrangement (public sector amendment) - public entities need to 
review current arrangements to determine whether they fall within the scope of GRAP 8 as a 
result of the public sector amendment. Applying the definition of joint control as defined in this 
Standard may result in the identification of other entities that are also jointly controlled ventures 
in addition to those identified by complying with applicable legislation. GRAP 8 incorporates 
guidance adopted from SIC13 on Non-monetary Contributions by ventures issued by the lASB 
i.e. provisions for accounting for non-monetary contributions to a jointly controlled entity in 
exchange for an equity interest in the Jointly controlled entity that is accounted for using either 
the equity method or proportionate consolidation. (Par. 57-62), The following Directives also 
need to be considered; 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 
institutions, requires retrospective application of the Standard. 

Directive 3 - Transitional provisions for high capacity municipalities requires retrospective 
application of the Standard for separate annual financial statements. Any adjustments required 
to annual financial statements as a result of initially 

applying the equity or proportionate consolidation method shall be recognised as an adjustment 
to the opening balance of accumulated surplus or deficit of the period in which the Standard is 
adopted. Comparative information need not be restated in these annual financial statements. 
Directive 4 - Transitional provisions for medium and low capacity municipalities requires 
retrospective application of the Standard for separate annual financial statements. Any 
adjustments required to annual financial statements as a result of initially applying the equity or 
proportionate consolidation method shall be recognised as an adjustment to the opening balance 
of accumulated surplus or deficit of the period in which the Standard is adopted. Comparative 
information need not be restated in these annual financial statements. 

The effective date of the standard is for years beginning on or after 01 April 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial 
statements. In the current financial year, the standard is not relevant to the municipality’s 
operations. 

2.21 GRAP 9: Revenue from Exchange Transactions 

The definition of revenue in terms of GRAP 9 incorporates the concept of service potential. 
Revenue is the gross inflow of economic benefits or service potential when those inflows result 
in an increase in net assets, other than increases relating to contributions from owners. Entities 
may derive revenue from exchange or non-exchange transactions. 
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f 


An exchange transaction is one in which the entity receives resources or has liabilities 
extinguished, and directly gives approximately equal value to the other party in exchange. Non 
exchange revenue transaction is a transaction where an entity receives value from another 
entity without directly giving approximately equal value in exchange. 

An entity recognises revenue when it is probable that economic benefits or service potential 
will flow to the entity, and the entity can measure the benefits reliably. 


GRAP 9 clarifies that this Standard only applies to revenue from exchange transactions. 

Other than terminology difference, there is no effect on initial adoption of Standard on GRAP 9, 
The following Directives also need to be considered: 


Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 
Institutions requires retrospective application of this Standard. 

Directive 3 - Transitional provisions for high capacity municipalities requires retrospective 

application of the Standard, , . . 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires 

retrospective application of the Standard. 


The effective date of the standard Is for years beginning on or after 01 April 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial 
Statements. The relevant accounting policy on revenue is in iine with this interpretation. 


2.22 GRAP 10: Financial Reporting in Hyperinflatlonary Economies 

GRAP 10 includes additional guidance as adopted from Financial Reporting in Hyperinflationary 
Economies (IFRIC 7) on Applying the Restatement Approach. 

The initial application of GRAP 4 will have no impact on the annual financial statements^ 

The effective date of the standard is for years beginning on or after 01 April 2009. The 
municipality has adopted the standard for the first time in the 2010 annual financial statements. 
In the current financial year, the standard is not relevant to the municipality s operations. 


2.23 GRAP 11: Construction Contracts 

The definition for “construction contract” was expanded by including a binding arrangement that 
do not take the form of a legal contract within the scope of the Standard. 

Definition for "cost plus or cost based contract” has been expanded to include commercially- 

based contract. . , * 

The scope has been expanded to include cost based and non-commercial contracts. 

Public entities need to review contracts to determine whether they fall within the scope of the 

Standard based on the above changes. u 

GRAP 1 1 incorporates the concept of service potential in the condition to determine whether tne 
outcome of a construction contract can be estimated reliably. The requirement to recognise an 
expected deficit on a contract immediately when it becomes probable that contract costs will 
exceed total contract revenue applies only to contracts In which it is intended at the inception of 
the contract that contract costs are to be fully recovered from the parties to that contract 
(par 47). 

Other than the above requirements, there Is no other effect on initial adoption of GRAP 1 1 . 

The following Directives also need to be considered: 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 
institutions requires retrospective application of this Standard, 
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Directive 3 - Transitional provisions for high capacity 
application of the Standard. 

Directive 4 - Transitional provisions for medium and 
retrospect application of the Standard. 


municipalities requires retrospective 
low capacity municipalities requires 


The effective date of the standard is for years beginning on or after 01 April 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial 
statements. The interpretation has no impact on the current financial statements. 


2.24 GRAP 12: Inventories 

GRAP 12 includes the definition of current replacement costs as the cost the entity would incur 
to acquire the asset on the reporting date. GRAP 12 also includes the principal of service 
potential associated with the item that will flow to the entity as part of recognition 
inventories as well as the concept of goods purchased or produced for distribution at no charge 
or for a nominal consideration, which is specific to the public sector. 

Initial measurement is required at cost (an exchange transaction) and where (nventories are 
acquired at no cost or nominal consideration (non-exchange transaction), their cost shall be 
their fair value at acquisition date. Subsequent measurement shall be at lower of cost and net 
realisable value except if inventories are held for: 

o distribution at no charge or for a nominal charge, or , ^ ^ ^ 

o consumption in the production process of goods to be distributed at no charge or for a 


nominal charge. 


If the above applies then subsequent measurement shall be at the lower of cost or current 
replacement cost. The retail method of measurement of cost is excluded from GRAP 1 2 . 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 
institutions requires retrospective application of this Standard. 

Directive 3 - Transitional provisions for high capacity municipalities requires retrospective 

D^r^ve 4 - Transitional provisions for medium and low capacity municipalities requires 
retrospective application of the Standard, However, entities are not required to measure 
inventories in accordance with the requirements of the Standard 

for reporting periods beginning on or after a date within three years following the date of initial 
adoption of the Standard. 

The effective date of the standard is for years beginning on or after 01 April 2009. 

The municipality has adopted the standard for the first time in the 2010 aT""®! 
statements. The interpretation has no impact on the accounting policies already adopted.. 


2.26 GRAP 13: Leases 

GRAP 13 incorporates additional guidance on the concept of substance and legal form of a 
transaction, to illustrate the difference between lease and other contracts and on operating 

lease incentives. 

In certain circumstances, legislation may prohibit the entering into certain JVP®® 
aareements If the entity has contravened these legislative requirements, the entity is still 
rliuired to apply the requirements of GRAP 13. Other than the abovementioned requirements. 
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there is no other impact on the initial adoption of GRAP13. The following Directives also need to 
be considered: 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 

institutions requires retrospective application of the Standard, 

Directive 3 * Transitional provisions for high capacity municipalities requires retrospective 

application of the Standard. 

Where items have not been recognised as a result of ‘^nsitional provisions under the S ande d 
of GRAP on Property, Plant and Equipment, the recognition requirernents of the Standard would 
not apply to such items until the transitional provision in that Standard expires. 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires 
retrospective application of the Standard. Where items have not been recognised as a result of 
transitional provisions under the Standard of GRAP on Property, Pf ‘f"'* 

Standard of GRAP on Agriculture, the recognition requirements of the Standard would not apply 
to such items until the transitional provision in that Standard expires. 


The effective date of the standard is for years beginning on or after 01 April 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial 
statements. The interpretation has no impact on the accounting policies adopted. 

2.26 GRAP 14: Events after the reporting date 

An event, which could be favourable or unfavourable, that occurs between the reporting date 
and the date the annual financial statements are authorised for issue. GRAP 14 requires the 
date of authorisation for issue is the date on which the annual financia statements have 
received approval from management to be issued to the executive authonty or municipal 

council. 

Two tvoes of events can be identified: 

o those that provide evidence of conditions that existed at the reporting date adjusting 
events after the reporting date); and 

o those that are indicative of conditions that arose after the reporting date (non-adjusting 
events after the reporting date). 

An entity shall adjust the amounts recognised in its annual financial statements to reflect 

adjusting events after the reporting date. ... * 

An entity shall not adjust the amounts recognised in its annual financial statements to reflect 

non-adjusting events after the reporting date. 

The effective date of the standard is for years beginning on or after 01 April 2009. 

The municipality has adopted the standard for the first time in the 201 0 

statements. It is unlikely that the interpretation will have an impact on the current financial 

statements. 

2.27 GRAP 16: Investment Property 

Investment property includes property held to earn rentals and/or tor capital appreciation rather 
than held to meet service delivery objectives, the production °;,®'^PPly 
the sale of an asset in the ordinary course of an entity's operations. GRAP 16 states that the 
use of property to provide housing as a social senrioe does not qualify as investment property 
even though rentals are earned. 
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At initial recognition, investment property is measured at cost including transaction ^st^ 
Hovvever, where an entity acquires investment property through a ^ 

(i e where it acquired the investment property for no or a nominal value), its cost is its value 
as at the date of acquisition. The cost of self-constructed investment property is the cost at date 

of completion. 

After initial recognition, entities can carry investment property at either the fair value (fair value 
model) or cost less accumulated depreciation and accumulated impairnient (cost nnoaeij. 

An entity is required to disclose the fair value of investment property if the cost niodel is tJsea, 
When an entity carries investment properties at fair value, the fair value needs to be determined 
at every reporting date. Gains or losses arising from changes in fair value are included in 
surplus or deficit for the period in which they arise. The following Directives also need to be 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 

institutions requires retrospective application of this Standard. 

Directive 3 - Transitional provisions for high capacity municipalities requires retrospective 

application of the Standard. , . , 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires 
retrospective application of the Standard. However, entitles are not required to measure 
investment properties in accordance with the requirements of the Standard for reporting periods 
beginning on or after a date within three years following the date of initial adoption of the 
Standard. 

The effective date of the standard is for years beginning on or after 01 AprH 2009. 
municipality has adopted the standard for the first time in the 2010 annual financial statements. 
In the current financial year, the standard is not relevant to the municipality s operations. 


2.28 GRAP 17: Property, Plant and Equipment 

GRAP 17 does not require or prohibit the recognition of heritage assets but if an entity 
rscognisss heritage assets the entity needs to comply with GRAP 17 disclosure f« 9 U^rnents. 
Addftional commentary has been included in to clarify the 

be recognised in terms of GRAP17. Where an entity acquires an asset through a non-exchange 
transaction, i.e. for a nominal or no consideration, its cost is its fair value as at the 
acquisition. The disclosure requirement for temporarily idle, fully depreciated proper^, plant and 
ewipment and for property, plant and equipment that are retired from active use is required in 
GRAP 17 whereas IAS 16 only encourages this disclosure. The following Directives also need 

to be considered; 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 
institutions requires retrospective application of this Standard. 

Directive 3 - Transitional provisions for high capacity municipalities requires retrospective 
application of the Standard. However, entities that applied the transitional provisions in the 
Standard of GAMAP on Property, Plant and Equipment may continue to take advantage of 

those transitional provisions until they expire. , , 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires 
retrospective application of the Standard. However, entities that applied the transitional 
provisions in the Standard of GAMAP on Property, Plant and Equipment may continue to take 
advantage of those transitional provisions until they expire. Entities are also not required to 
measure classes of Property. Plant and Equipment in accordance with the requirements of the 
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Standard for reporting periods beginning on or after a date within three years foilowing the date 
of initial adoption of the Standard. 

The effective date of the standard is for years beginning on or after 01 April 2009 

municipality has adopted the standard for the first time in the 2010 

The relevant policy on property, plant and equipment is in line with this standard. 

2.29 GRAP 18: Segment Reporting 

Seoments are identified by the way in which information is reported 

□aoaraohlcal segments Service segments relate to a distinguishable component of an 
LtVvides s?cific outputs or achieves particular operating ^ 

entity's overall mission. Geographical segments relate to specific outputs generated, o 
particular objectives achieved, by an entity within a particular region. 

This standard has been approved by the Board but its effective date has not yet been 
determined by the Minister of Finance. The effective date indicated is a provisional date and 
could change depending on the decision of the Minister of Finance. 

Directive 2 - Transitional provisions for public entities, municipal entities and 
instiStions, states that no comparative segment information need to be presented on initial 

Dirertve 3 -‘TrSona'fprovisions for high capaci^ 7 St*® Whe^Titlmr* 
segment information need to be presented on initial ° *S® ®*®"sfa^d^S on 

inwmaiai ,,M»be.«.enW».in».l.doptK,.o(«»SlmdM. 

Where items have not been recognised as a result of ^ t- ■ * tha 

to such items until the transitional provision in Aoril 2011 

The effective date of the standard is for years beginning on or after 01 April 2011. 

Ths municipality expects to adopt the standard for the first time in the 2012 annual finandal 
statements^lt is unlikely that the standard will have a material impact on the municipa i y 
annual financial statements. 

2.30 GRAP 19: Provision*, Contingent Liabilities and Contingent Assets 

GRAP 19 exclude from its scope those provisions and contingent liabilities arising from social 
te^tsforwtch ft SS^s not receive consideration that is approximately equal to 'he value of 

SSffand r/teel provided directly in return from the ^t^irsnd 'rerben^fte prov^^ the 
nf nRAP 19 social benefits refers to goods, services and other oeneTHS proviaea in me 
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needs to be considered in when assessing if a present obligation that arises from past events 
exists or not. 

The Standard includes accounting for obligations to make additional wntributions a 

This is similar to the requirements of IFRIC5 (AC438). It further includes the 

changes in existing decommissioning, restoration and similar liabilities. This is similar to the 

requirements of I FRIG 1 (AC434). 

GRAP 19 give specific guidance regarding restructuring by way 

under a government directive and will not involve binding agreements. ® ^ 

when there is a binding transfer agreement. Additional disclosure for each class of provisio 

r^arding reductions in the carrying amounts of provisions that result from 

o^ows of economic benefits or service potential made during the reporting 

reductions in the carrying amounts of provisions resulting from re-measurement of the 

future outflow of economic benefits or service potential, or from settlement of 

without cost to the entity. If an external valuation is use to measure a provision the information 

reiating to the valuation can usefully be disclosed . 

Directive 2 - Transitional provisions for public entitles, municipal entities and constitutional 
Ho^ervi^er^items^^^^^^ not been recognised as a result of 

Standard on Property, Plant and Equipment, the recognition requirements of the Standard on 
Provisions, Contingent Liabilities and Contingent Assets would not apply to such items until the 

transitional provisions in that Standard expire, , 

Directive 4 - Transitional provisions for medium and low capacity municipahties requires 
retrospective application of the Standard. However, where items have not been rewsmsed 
result of transitional provisions under the Standard on Property, Plant and Eq p > 
recognition requirements of the Standard on Provisions, Contingent ‘rjabil'ties and Contmgen 
wouldnot apply to such items until the transitional provisions in that Standard expire. 

The effective date of the standard is for years beginning on or after 01 April 2009. 

The municipality has adopted the standard for the first time in the 2010 annual fioah°al 
^tements^The relevant policy on provisions, contingent liabilities and contingent assets is line 

with this interpretation. 


2.31 GRAP 23: Revenue from Non-exchange Transactions 


Revenue from non-exchange transactions arises when an entity recedes value from another 
entity without directly giving approximately equal value in ®='®ban 9 ^An as^t a^ wred through 
a non-exchange transaction shall initially be measured at its fair value as at bate of 
acquisition. This revenue will be measured at the amount of increase in net assets recognised 

by the entity. 

An inflow of resources from a non-exchange transaction recognised asset shall be 
recognised as revenue, except to the extent that a liability is recognised fo *b® ®ame '?«'>'«■ ^8 
an entity satisfies a present obligation recognised as a liability in respect of an inflow of 
^soSlltfrl! a%?nrxcha r«cogrised as an asset. ^^^^^^ the carrying 

amount of the liability recognised as recognise an amount equal to that reduction. 


31 


lO-DEC-2010 FRI 14:08 


FAX NO. 0158120299 


P. 33/49 


GREATER GIYANI MUNICIPALITY 

Annual Financial Statement for the year ended 30 June 2010 

NEW STANDARDS AND INTERPRETATIONS 


This Standard has been approved by the Board but its effective date has not yet been 
determined by the Minister of Finance. The effective date indicated is a provisional date and 
could change depending on the decision of the Minister of Finance. 

The effective date of the standard is for years beginning on or after 01 April 201 0. 

The municipality expects to adopt the standard for the first time in the 2011 annual financial 
statements. It is unlikely that the standard will have a material impact on the municipality s 
annual financial statements. 

2.32 GRAP 24: Presentation of Budget Information In the Financial Statements 

Subject to the requirements of paragraph .19, an entity shall present a comparison of the budget 
amounts for which it is held publicly accountable and actual amounts either as a separate 
additional financial statement or as additional budget columns in the financial statements 
currently presented in accordance with Standards of GRAP. The comparison of budget and 
actual amounts shall present separately for each level of legislative oversight: 
o the approved and final budget amounts; 

o the actual amounts on a comparable basis; and 

o by way of note disclosure, an explanation of material differences between the budget for 
which the entity is held publicly accountable and actual amounts, unless such 
explanation is included in other public documents Issued in conjunction with the financial 
statements, and a cross reference to those documents is made in the notes. 


Where an entity prepares its budget and annual financial statements on a comparable basis, it 
includes the comparison as an additional column in the primary annual financial statements. 
Where the budget and annual financial statements are not prepared on a comparable basis, a 
separate stafement is prepared called the -Statement of Comparison of and Actual 

Amounts’. This statement compares the budget amounts with the amounts in the annual financial 

statements adjusted to be comparable to the budget. 

A comparable basis means that the budget and annual financial staternents. 

o are prepared using the same basis of accounting i.e. either cash or accrual; 
o include the same activities and entities; 
o use the same classification system; and 
o are prepared for the same period. 

This Standard has been approved by the Board but its effective date has not yet been 
determined by the Minister of Finance. The effective date indicated is a provisional date and 
could change depending on the decision of the Minister of Finance. The effective date of™ 
standard is for years beginning on or after 01 April 2010. The 

standard for the first time in the 201 1 annual financial statements. It is unlikely that the standard 
will have a material impact on the municipality's annual financial statements. 


2.33 GRAP 100: Non-current Assets Held for Sale and Discontinued Operations 

GRAP 100 includes in its scope the reference to non-cash generating assets, it further includes 
definitions relevant to the understanding of the Standard e.g. "Non-cash-generating assets are 
assets other than cash-generating assets and "value in use of a non-cash-generating asset is 
the present value of the asset’s remaining service potential. GRAP 100 excludes from the 
description of a discontinued operation reference to a subsidiary acquired exclusively with a 

view to resale. 
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Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 
institutions requires prospective application of this Standard. 

Directive 3 - Transitional provisions for high capacity municipalities requires prospective 
application of the Standard. 

However, the Standard would not apply to those items that have not been recognised as a 
result of the transitional provisions under the Standard of Property, Plant and Equipment until 
the transitional provision in that Standard expires. 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires 
prospective application of the Standard. However, the Standard would not apply to those items 
that have not been recognised as a result of the transitional provisions under the Standards of 
GRAP on Inventories, Investment Property, Property, Plant and Equipment, Agriculture and 
Intangible Assets until the transitional provision in that Standard expires. 

The effective date of the standard is for years beginning on or after 01 April 2009, 

The municipality has adopted the standard for the first time in the 2010 annual financial 
statements. The interpretation has no impact on the accounting policies adopted. 


2.34 GRAP 101; Agriculture 

GRAP 101 excludes guidance on accounting for non-exchange revenue from government 
grants related to a biological asset as GRAP 23 on Revenue from Non-Exchange Transactions 
will provide such guidance. Recognition requirement includes the concept of the probable flow 
of service potential. 

Biological assets acquired at no or for a nominal value shall be measured on initial recognition 
and at each reporting date at its fair value less estimated point-of-sale costs. 

Additional disclosure is required of biological assets for which the entity's use or capacity to sell 
is subject to restrictions imposed by regulations that have a significant impact on their total fair 
value less estimated point-of-sale costs. 

In the reconciliation of changes in the carrying amount of biological assets between the 
beginning and the end of the current period it is also required to disclose increases or 
decreases due to transfers. The following Directives also need to be considered: 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 
institutions requires retrospective application of this Standard. 

Directive 3 - Transitional provisions for high capacity municipalities requires any adjustments 
required to the previous carrying amounts of assets and net assets shall be recognised as an 
adjustment to the opening balance of accumulated surplus or deficit in the period that the 
Standard initially adopted. Comparative information is not required to be restated on initial 
adoption of this Standard. 

Directive 4 - Transitional provisions for medium and low capacity requires any adjustments 
required to the previous carrying amounts of assets and net assets shall be recognised as an 
adjustment to the opening balance of accumulated surplus or deficit in the period that the 
Standard is initially adopted. Comparative information is not required to be restated. Entities are 
not required to recognise biological assets and/or agricultural produce for reporting periods 
beginning on or after a date within three years following the date of initial adoption of this 
Standard, 
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The effective date of the standard is for years beginning on or after 01 April 2009. The 
municipality has adopted the standard for the first time in the 2010 annual financial statements. 
The interpretation has no impact on the accounting policies previously adopted. 

2.35 GRAP 102: Intangible Assets 

GRAP 102 excludes guidance on accounting for intangible assets acquired as part of an entity 
combination and in-process research and development costs acquired in an entity combination. 
Recognition requirement includes the concept of the probable flow of service potential, GRAP 
102 distinguishes between impairment loss of cash generating and non-cash-generating assets. 
Intangible assets acquired at no or for a nominal cost shall be measured on acquisition date at 
its fair value. 

In GRAP 102 the identifiability criterion in the definition of an intangible asset has been 
expanded to include contractual rights arising from binding arrangements, and to exclude rights 
granted by statute. Additional guidance included in GRAP 102 to explain that distinction should 
be made between assets associated with the item of property, plant and equipment and the 
intangible asset. 

Guidance on web site costs has been included in GRAP 102 from SIC Interpretation 32 
Intangible Assets - Web Site Costs. Guidance on intangible assets that may be acquired in 
exchange for non-monetary assets, where the exchange transaction lacks commercial 
substance has not been included in GRAP 102 as guidance to be included in GRAP 23. 

GRAP 102 does not state "gains shall not be classified as revenue” as GRAP term 'Income” has 
a broader meaning than the term "revenue". 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional 
institutions requires retrospective application of this Standard. 

Directive 3 - Transitional provisions for high capacity municipalities requires retrospective 
application of the Standard. Where entities have, on initial adoption of the Standard, 
accumulated and retained sufficient information about costs and the future economic benefits or 
service potential related to Intangible assets that may have been expensed previously, those 
intangible assets should be recognised in accordance with the Standard. 

Directive 4 - Transitional provisions for medium and low capacity requires retrospective 
application of the Standard. Where entities have, on initial adoption of the Standard, 
accumulated and retained sufficient information about costs and the future economic benefits or 
service potential related to intangible assets that may have been expensed previously, those 
intangible assets should be recognised in accordance with the Standard. Entities are not 
required to measure intangible assets for reporting periods beginning on or after a date within 
three years following the date of initial adoption of the Standard of GRAP on Intangible Assets, 
The effective date of the standard is for years beginning on or after 01 April 2009, 

The municipality has adopted the standard for the first time in the 2010 annual financial 
statements. The interpretation has no impact on the accounting policies previously adopted. 


2.36 GRAP 103: Heritage Assets 

An entity assesses the probability of each transaction on an individual basis when it occurs. 
Entities shall not assess the probability on an overall level based on the payment history of 
recipients of the service in general when the probability of revenue is assessed at initial 
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recognition. The full amount of revenue will be recognised at initial recognition. Assessing 
impairment is an event that takes place subsequently to initial recognition. Such impairment is 
an expense. Revenue is not reduced by this expense. 

The effective date of the interpretation is for years beginning on or after 01 April 2010. 

The municipality expects to adopt the interpretation for the first time in the 201 1 annual financial 
statements, The interpretation has no impact on the municipality's annual financial statements. 

2.37 IGRAP 1; Interpretation of GRAP; Applying the Probability Test on Initial 
Recognition of Exchange Revenue 

The method of measurement of value in use of a non-cash-generating asset under this 
Standard is different to that applied to a cash generating asset. Asset should be measured by 
reference to the present value of the remaining service potential of the asset. Determining value 
in use (present value of remaining service potential) of a non-cash-generating asset, may be the 
depreciated replacement cost approach, restoration cost approach and service units approach. 
This Standard does not require entities to apply an impairment test to property, plant and 
equipment carried at revalued amounts. This Standard does not include a decrease in market 
value significantly greater than would be expected as a result of the passage of time or normal 
use as a minimum indication of impairment. This indication is included as an additional indication 
that impairment may exist. The interpretation has no impact on the accounting policies previously 
adopted. 


The effective date of the standard is for years beginning on or after 01 April 2010. 

The municipality expects to adopt the standard for the first time in the 201 1 annual financial 
statements.. 

2.38 IPSAS 21 ; Impairment of Non Cash-Generating Assets 

IPSAS 20 specifically excludes any consideration provided to key management personnel solely 
as a reimbursement for expenditure incurred by those individuals for the benefit of the reporting 
entity. 

The effective date of the standard is for years beginning on or after 01 April 2009, 

The municipality has adopted the standard for the first time in the 201 0 annual financial 
statements. The interpretation has no impact on the accounting policies previously adopted. 
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3 Property, plant and equipment 


Cost, accumulated depreciation and carrylna values 


2010 



I 2009 


Coetf 

Accumulated 

Cartying 

COit/ 

Accumulated 

Carrying 


valuation 

dBDreciatlon 

value 

valuation 

depreciation 

value 

PPE 







Building! - Municipal and civic 

12 797 235 

-1 016 666 

1 1 776 360 

1 1 064 954 

.61$ $93 

10 448 261 

Plant and machinery 

520 000 

-35 200 

492 606 

0 

- 

$ 

Pumhuria and fixturas 

266 470 

-38 474 

227 990 

47 492 

-20 S$4 

26 820 

Motor vthiclet 

1 743 660 

-1 044 292 

$99 369 

1 260 292 

-744 301 

515 991 

Offica equipment 

96 050 

-92 751 

4 100 

66 521 

-75 060 

13 453 

IT equipment 

975 907 

-632 703 

143 204 

$76 293 

-563 274 

113 019 

Building! ■ Community 

2 343 000 

^265 373 

2 057 627 

2 343 000 

■234 703 

2 108 297 

Air oonditioneri 

135 602 

■110 703 

24 699 

135 602 

-83 593 

52 009 

Sport and recreation fBcilibas 

13 793 052 

-2 423 305 

11 369 667 

13 793 052 

-1 790 449 

1 1 994 603 

Other equipment (nen-oTfica) 

96 662 

- 

98 662 

. 

- 

- 

TOTAL PPE 

32 77S475 

-6861 746 

26 896 720 

29 400 214 

-4 130 746 

26 272 469 

CAPITAL WORK IN PROGRESS 







Roeds and ralatad infraetructure 

130 007 000 

-12 366 020 

126 440 968 

15 594 014 

■ 

15 594 614 

Other PPE 

4 942 247 

-10 994 

4 931 253 

4 942 247 

- 

4 942 247_ 

TOTAL CAPITAL WORK IN PROGRESS 

143 749 266 

.12 377 014 

131 372 241 

20 637 001 


20 637 061 






TOTAL PPE 

176 627 730 

-18 268 760 

168 260 970 

! 49 946 276 

■4 136 740 

40 009 630 


3.2 Reconciliation of PPE - 2010 

Opening DlfTaranct Addttlom Other changaa. Depredation Depreciation Cloilng 

balance movementa revereal balanca 


Building! - Municipal and civic 

10 440 261 

■ 

1 591 9$& 

■ 

.402 173 

. 11 838 05$ 

Plant and machinery 

8 

-19 

528 000 

19 

-35 200 

492 808 

Fumitura end fixture! 

26 026 

.6 

216 986 


-17 010 

227 996 

Motor vehicle! 

515 991 

16 

483 368 

-19 

■299 990 

$99 3$8 

Otnoe equipment 

13 453 


8 337 


-17 605 

4 105 

IT equipiii^ 

11$ $19 

- 

299 614 


-269 429 

143 204 

Building! . Community 

2 108 297 

- 

- 


-50 670 

2 057 $27 

Air conditioner! 

52 009 

- 

- 


-27 110 

24 099 

Road! and related Infrattrudure 

- 

- 

123 212 194 

9 230 710 

-12 366 020 

120 064 004 

Sport end recreation raciiniet 

11 994 $03 

1 

- 


-624 937 

1 1 3$9 $$$ 

Other equipment (norvofTice) 

* 


98 682 


.10 994 

87 633. 

TOTAL PPE 

26 272 469 

-8 

126 441 148 - ■ 

9 230 710 

■14122 018 

. 146 830 302 

CAPITAL WORK IN PROGRESS 







Road related Infiittructure 

15 594 614 



.9 238 710 


$ 35$ 104 

Other PPE 

4 942 247 


140 313 



5 002 6$0 

TOTAL CAPITAL WORK IN PROGRESS 

20 637 061 

- 

140 313 ■ ■ 

.9 238 710 

■ 

11438 664 


TOTAL PPE 

46 609 630 

41 126 681 461 - - 

-14 122 016 

■ 166 266 966 


3,3 Reconciliation of PPE - 2009 


PPE 







Building! - Municipal and civic 

10910 700 

1 

044 953 

-1 109 534 

■317 658 

10 446 261 

Plant end machinery 

8 


- 


■ 

$ 

Furniture and fixture! 

21 220 


15 506 


-9 906 

26 626 

Motor vehicia! 

768 042 


- 


-252 051 

515 991 

Offica equipment 

19 968 


23 015 


■29 550 

13 463 

IT equipment 

20$ $79 


166 992 


-260 652 

113 019 

Building! - Community 

2 174 236 


- 


-65 939 

2 108 297 

Air conditioner! 

80 612 


■ 


-26 603 

52 009 

Sport and recreation fadliue! 

12 619 540 


. 


-624 937 

1 1 994 603 

TOTAL PPE 

26601 033 

1 

260 466 


-1 569 496 

28 272 469 

CAPITAL WORK IN PROGRESS 







Road! and ralatad infraitructure 

. 

15 

594 614 


- 

15 594 814 

Other PPE 

. 

4 

942 247 


- 

4 942 247.. 

TOTAL CAPITAL WORK IN PROGRESS 

TOTAL PPE 

. 

20 637 061 


- 

20 637 061 







26 801 033 

21 787 627 


-1 609 496 

46 609 630 


Opening 

Addition! 

AdJuttmenb Depreciation 

Closing 

balance 



balance 


TOTAL PPE 
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3,5 Correctiori of errors - prior year 


Carrying value as previously stated 46 999 064 

Correct errors - rnunicipal houses costs -1 274 500 

Correct errors - municipal houses accum depr 84 966 

Re-stated balance as at 30 June 2009 45 809 830 


3,6 Commitments at end of year 

The following projects were in progress as at 30 June 2010, with commitment amounts falling due and payable in the 


outlying financial year/s. 

Projects at retention Commitments 

MninginisI re-gravelling 152 306 

Kheto bridge (Construction of) 960 ooo 

GlyanI CBD (Construction and refurbishment of) 1 90 255 

Mashavele re-gravelling 135 000 

Other projects in progress 

Ciyani Section A (Gravel to tar) 1 01 633 

Gtyanl Traffic Lights phase 2 1 400 000 

Apollo lights Giyani/ Siyandhani 450 445 

3 389 838 


Land and buildings include administrative offices and municipal houses located in various sections of Giyani township. Land 
and buildings were valued by MOD HOPE Property Valuers, registered independent valuers. The last valuation was performed 
as part of the general valuation of all properties within the municipal area for the compilation of the valuation roll in terms of 
the Municipal Property Rates Act (Act no, 6 of 2004), and approved for implementation by Council with effect from 01 July 2008 
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GREATER GIYANI MUNICIPALITY 

Annual Flnincial Statements for the Year Ertded 30 June 2010 

NOTES TO ANNUAL FINANCIAL STATEMENTS 


2010 2009 


Invsntorios 

Consumable stores 400 556 

Closing values were determined through internal valuation, taking into account current prices and the condition of stock 
items. 


442 920 


5 


Trad* and other recelvablea 

Made up of: 

Staff debtors 
Sundry debtors 
Sundry debtors provision 
Debtors - agency services 


339 655 339 655 

195 000 
-195 000 

43 022 480 

339 66a 43 362 136 


Staff debtors relate to amounts owed by councillors arising from exceding cellphone limits on the VODACOM group, 
subscription, A cellphone contract with VODACOM was based on the cellphone allowances of councillors, but the contract 
was not implemented as agreed by the service provider to ensure that limits are not exceeded. 


5, 1 Prior year adjustments to other receivables 
Previously reported 

Water debtors (agency services) reversed 
Re-stated balance prior year 


43 362 135 
^3 022 480 

339 655 


6 


VAT recoivable 

VAT receivable mainly comprises VAT raised on customer billing for services (i.e, accrual basis) but accounted for on cash 
basis, and this resulted In less VAT claimable. 


Prior year adjustments to VAT receivable 
Previously reported 
Output VAT on water services billing 
Input VAT on water bulk purchases 
Input VAT on 2009 accruals 
Re-stated balance prior year 


3 28S 392 
9 113 542 
-1 967 072 
2 091 702 

12 526 664 


7 Consumer debtors 

7.1 Classified per service category 

Rates 
water 
Sewerage 
Refuse 
House rental 
Cemetery charges 
Other (unclassified) 

Less; Provision for bad debts 

Rates 

Water 

Sewerage 

Refuse 

House rental 

Cemeteries 

Other (unclassified) 


12 317 578 

14 335 872 

_ 

975 047 

6 313 230 

3 886 328 

358 222 

233 496 

127 771 

- 

10 728 479 

- 

29 846 330 

24 430 742 

-1 1 548 880 

-12 421 598 


-844 849 

-5 614 360 

-7 695 444 

-88 717 

- 

-10 727 780 

- 

-27 979 737 

-20 961 891 


Net balance 

Rates 

Water 

Sewerage 

Refuse 

Housing rental 
Cemeteries 
Other (unclassified) 


768 698 

1 914 274 


130198 

698 920 

1 190 884 

358 222 

233 495 

39 054 

- 

700 

- 

1 865 593 

3 468 851 
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GREATER OIYANI MUNICIPALITY 

Annual Financial Statamanta for tha Yaar Endad 30 Juna 2010 

NOTES TO ANNUAL FINANCIAL STATEMENTS 



2010 

2009 

Prior year adjustments to consumer debtors 

Previously reported 


24 430 742 

Debtors- sewerage reversed 


-975 047 

Re-stated balance prior year 

Ageing analysis per service category 

Rates 


23 466 696 

31-60 days 

472 201 

544 969 

61 - 90 days 

400 355 

457 482 

91-120 days 

693 411 

525 481 

121 -365 days 

-797 269 

386 343 

> 365 days 

2 994 121 

2 896 161 

8 554 759 

9 525 437 


12 317 678 

14 335 873 

Water 

31 - 60 days 

246 712 

1 635 471 

61 - 90 days 

395 239 

1 372 919 

91 - 120 days 

733 779 

1 576 989 

121 ’365 days 

40 444 

1 159 429 

> 365 days 

3 588 729 

8 691 486 

9 478 475 

28 586186 


14 483 378 

43 022480 

Sewerage 

31 - 60 days 

66 059 

37 066 

61-90 days 

74 581 

31 115 

91-120 days 

175 689 

35 740 

121 -365 days 

59 545 

26 277 

> 365 days 

629 223 

196 981 

667 585 

647 868 


1 672 682 

975 047 

Refuse 

31 - 60 days 

184 106 

338 659 

61 - 90 days 

188 193 

284 292 

91-120 days 

142 211 

326 549 

121 - 365 days 

184 410 

240 084 

> 365 days 

1 737 546 

1 799 756 

3 876 814 

5 895 688 


6 313 280 

8 886 028 

Housing rental 

31 - 60 days 

16 598 

26 452 

61 • 90 days 

17 528 

22 206 

91-120 days 

15 198 

25 506 

121-365 days 

14 088 

18 763 

> 365 days 

61 209 

140 758 

233 601 

- 


358 222 

233 675 

Cemetery charges 

31 - 60 days 

7 460 


61 - 90 days 

8 756 

- 

91 -120 days 

11 428 


121 -305 days 

11 410 

- 

> 365 days 

88 715 


Unclassified 

127 769 

- 

> 365 days 

44 271 084 



44 271 084 

- 
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GREATER GIYANI MUNICIPALITY 

Annual f^lnanclal Statomanto for tha Yaar Endad 30 June 3010 

NOTES TO ANNUAL FINANCIAL STATEMENTS 


7,4 


7,5 


a 



201 Q 

2009 

Reconciliation of bad debt provision 



Balance at beginning of year 

20 961 891 

11 592 363 

Current year contributions to provision 

7 017 846 

9 369 528 

Balance at end of year 

27 979 737 

20 961 891 

Prior year adjustments to doubtful debt provision 



Previously reported 


20 961 891 

Bad deb provision - sewerage reversed 


-844 849 

Re-stated balance prior year 


20 117 042 

Cash and caah equivalents 



Made up of: 



Cash on hand 

- 

22 543 

Cashbook balance - primary 

394 142 

-4 370 426 

Cashbook balance - secondary 

196 978 

324 961 

Call investment deposits 

2 270 646 

786 495 


2 861 766 

-3 256 427 

Current assets 

2 861 766 

1 113 999 

Current liabilities 

- 

-4 370 426 


2 861 766 

'3 256 427 


The municipality operates the foliowing bank accounts with First National Bank: 



Bank statement balances 


Cashbook balances 


30'Jun-lb 

30-Jun-09 

30-Jun-08 

30-Jun-I0 

30-Jun-09 

30-Jun-0S 

Current account #62024288103 

326 476 

-4 370 426 

-4 518 753 

394 142 

A 370 426 

-4 518 753 

Current account #62030539764 

214 782 

369 658 

250 052 

196 978 

324 961 

250 062 

Call deposit account 
#62120531696 

238 258 

574 656 

73 104 

238 258 

574 856 

73104 

Call deposit account 
#62120531985 

2 032 387 

191 638 

171 330 

2 032 387 

191 636 

177 330 


2 811 903 

-3 234 274 

-4 024 267 

2 861 765 

-3 278 971 

<4 018 267 


8.1 Bankovordreft 

The municipality has an approved overdraft facility of R2,5M which was not utilised during the current financial year. 


9 

9.1 


9,2 


Accumulated surplus 

Balance at beginning of year 

Prior year adjuatmants to accumulated eutplue - 

42 620 679 

22 430 619 

-4 406 973 

Accruals previously excluded 


1 995 282 

Proceeds on sale of sites 


588 989 

Agency creditor for water function 


-34 738 304 

VAT on water function 


65 096 730 

Operating costs on water function 


-20 798 142 

Agency Income recognised 


-30 212 745 

Provision for bad debt (water) 


-844 849 

Transfers from MDM (water) 


23 322 012 

Correction of error* - prior year < 


-1 171 579 

Municipal houses costs 


-1 274 500 

Municipal houses accum depr 


84 966 

Asset account previously classified as exepnditure reclassified 

- 

17 955 

Surplus (deficit) for the year 

Property, plant & equipment first recognised 

Balance at end of year 

13 843 038 
104 931 798 

161 395 514 

25 770 611 

42 620 679 


10 Government grant reserve 
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GREATER GIYANI MUNICIPALITY 

Annual Financial Statamanta tha Yaar Ended 30 Juna 2010 

NOTES TO ANNUAL FINANCIAL STATEMENTS 



2010 

2009 

Unspent conditional grants 

National Electrification Grant (INEG) 

Unspent balance at end of year 

700 752 


See reconciliation, as per note 16,7 



Payables and provisions 

Trade payables 

Payroll creditors 

Accrued leave 

Accrued bonus 

Unspecified direct depoits 

Sundry 

Inter-municipal account (MDM) 

Agency creditors (MDM) 

7 362 223 
-600 

2 931 393 

1 373 656,31 
385 312 
12.3 588 989 

6 390 936 

4 361 897 

2 671 639 

3 102 563 

1 158 149 

245 348 

34 738 304 

19 031 910 

46 277 900 


12. 1 Prior year adjustments to trade and other payables 

Previously reported 
Trade and other payable* - 
Water bulk purchases - DWAF reversed 
Crditor fbr sale of sites receipts 
YE accruals 30 June 2009 
Transfer creditor for agency income 
Intor-municipal control - 
Water services billing prior years 
Water services subsidy ■ MDM 
Water services debtors 
Water services overheads 
Recognition of agency income 
Re-stated balance prior year 


46 

277 

900 

-16 

017 

688 


588 

989 

18 

137 

500 

-34 

738 

304 

74 

210 

272 

23 

322 

012 

-43 

997 

527 

-20 

798 

142 

-30 

212 

745 

16 

772 

367 


12.2 An amount of R638,989 was erroneously recognised as revenue before the sale of sites transaction had been 
finalised, in line with the income recognition criteria, the amount has been de-recognised from accumulated 
surplus end converted into a liability in favour of the trust account managed by the auctioneer (Tirhani Auctioners) 
in accordance with autioneering practice untilt such time that title shall have legally vested in the buyer, 


12.3 The water services function is ringfenced on the account of MDM which is the water services authority. 

Revenue earned, net of agency fees, and tranfers received are credited to the inter-municipal control 
account, while all exphses incurred are charged to the same control account. In accounting for the water function 
following the basis for the first time in the current financial year, the municipality has used a combination of 
actual figures from past audited financial statements and estimates based on available historical information 
where AFS and other records do not permit the isolation of required information in order to effect adjustments 
to ensure the correct treatment of water related balances with effect from the 2002 financial year, as follows- 
0 Billing figures were obtained from past audited financials, 

0 Bulk purchases figures were obtained from the supplier (DWAF). 

0 Transfers from MDM were obatianed from past audited financials. 

0 Consumer debtors balances were obtained from past audited financials. 

Q Agency income recognised based on past audited financials. 

0 VAT on turnover was calculated on the basis of actual amounts billed as recognised in the audited financials. 

0 Operating costs were estimated on the basis of an absorption rate derived as follows: 

Actual expenditure on the entire water function was expressed as a percentage of the total municipal expenditure 
for the 2009/10 and 2008/9 financial years, precisely so because the accounts chart and votes structure for the 
prior years, as well as the format used for year-end compilation, do not permit the required isolation of balances. 
The average expenditure per-centum for the two years was considered a fair absorption rate and therefore applied 
to the total municipal expenditure for the preceding financial years to arrive at the expenditure estimates attributable 
to the water function for each financial year. 

The net effect of all the balances arrising from water services related transactions is a credit amount of 
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GREATER GIYANI MUNICIPALITY 

Annual Financial Statemanti for the Yaar Ended 30 June 2010 

NOTES TO ANNUAL FINANCIAL STATEMENTS 


13 Revenue 
Made up of; 

Property rates 
Service charges 

Rental of faclllttes and equipment 
Income from agency services 
Fines 

Licences and permits 
Government grants and subsidies 
Other grants 

13.1 Amount* Included In revenue arising from the eirchange of goods 
and services are as follows: 

Service charges 

Rental of facilities and equipment 
Income from agency services 
Licences and permits 

1 3.2 Amounts Included in revenue arising from non-exchange transactions 
are as follows: 

Property rates 
Fines 

Government grants and subsidies 
Other grants 

14 Property rates 

Made up of; 

Property rates billed 

15 Service charges 

Made up of; 

Sale of water 
Solid waste 

Sewerage and sanitation charges 

16 Government grants and subsidies 

Made up of; 

Equitable share 

Finance Management Grant (FMG) 

Infrastructure Grant (MIG) 

Systems Improvement Grant (MSIG) 

Transfers from District Municipality (MOM) 

Sundry grants 
LGSETA 
LEDET (LED) 

National Electrification Grant (INEG) 


2010 

2009 

13 254 631 

14 743 703 

3711 181 

6 087 199 

446 803 

575 692 

8 036 411 

1 002 540 

184 740 

138 319 

2 836 130 

2 116 456 

109 560 611 

90 385 578 

2 448 856 

1 181 786 

140 479 563 

116 231 273 


3 711 181 

6 087 199 

446 803 

575 692 

8 036 41 1 

1 002 540 

2 836 130 

2 116 456 


16 030 626 9 781 887 


13 254 631 

14 743 703 

184 740 

138 319 

109 500 811 

90 385 578 

2 448 856 

1 181 786 

125 449 038 

106 449 386 

13 264 631 

14 743 703 


3 711 181 

5 118 905 
968 294 

3 711 181 

6 087 199 


81 428 992 

60 225 802 

750 000 

500 000 

20 011 000 

18186 764 

735 000 

735 000 

- 

7 943 384 

. 

581 167 

186 571 

211 702 

. 

2 001 769 

6 449 248 

- 

109 560 811 

90 385 078 


16,1 


comtitution, this grant Is used to subsidise .Ss nlT' 

community members. All registered indigents received a subsidy of Re.966,e56 (2009, 4,576,035) 

which is funded from the grant 


16.2 Finance Management Grant (FMG) 

Balance at beginning of year 5 qo ooO 

Current year receipts oOO -500 000 

Conditions met - transferred to revenue — “—7 ^ ^ 

Unspent at end of year ^ 

16.3 Municipal Infrastructure Grant (MIG) . 2 478 754 

Balance at beginning of year 20 01 1 000 1 5 708 000 

Current year receipts 
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GREATER GIYANI MUNICIPALITY 

Annum Financtm Sutemont* for tha Yaar Endad 30 Juna 2010 

NOTES TO ANNUAL FINANCIAL STATEMENTS 



Conditions met - transferred to revenue 

2010 

-20 01 1 000 

2009 

-18 186 754 


Unspent at end of year 

Municipal Syatema Improvement Grant (MSIG) 

Balance at beginning of year 

- 

- 

16,4 




Current year receipts 

735 000 

735 000 


Conditions met - transferred to revenue 

-735 000 

-735 000 


Unspent at end of year 

LEDET 

Balance at beginning of year 

- 

- 

16,5 




Current year receipts 

- 

2 001 769 


Conditions met - transferred to revenue 

- 

-2 001 769 


Unspent at end of year 

Development Bank of SA 

Balance at beginning of year 

- 

- 

16.6 




Current year receipts 

960 000 

1 181 786 


Conditions met - transferred to revenue 

-980 000 

-1 181 786 


Unspent at end of year 

National Electrification Grant (INEG) 

Balance at beginning of year 

- 

- 

16.7 




Current year receipts 

7 150 000 



Conditions met - transferred to revenue 

-6 449 248 

" 


Unspent at end of year 

Conditions are still to be met, and the balance remains a liability at 30 June 2010, 

The grant was ring-fenced for the electrification of villages In line with the conitions 
laid out in the DORA, The unspent amount relates to work done but pending actual 
energising of power installations. 

General expenses 

Made up of; 

Advertising 

700 762 

- 

17 

392 542 

243 495 


Auditors' remunerations 

1 090 939 

1 188 463 


Bank charges 

208 318 

89 261 


Consulting and professional fees 

3 579 393 

3 224 870 


Consumables 

427 542 

241 447 


Donations 

69 006 

16618 


Entertainment 

88 042 

21 196 


Hire 

58 156 

- 


IT expenses 

475 708 

- 


Lease rentals 

696 828 

659 628 


Magazines, books and periodicals 

48 359 

23 136 


Medical expenses 

25 512 

1 367 


Motor vehicle expenses 

2 604 

149 236 


Fuel and oil 

702 098 

912 351 


Postage and courier 

193193 

168 928 


Printing and stationery 

624 344 

334 004 


Project costs expensed 

9 179 373 

607 166 


Security 

1 146 382 

- 


Subscritions and membership 

511 738 

293 752 


Telephone and fax 

740 242 

912 421 


Training 

241 697 

392 632 


Travel 

1 278 293 

579 178 


Electricity 

499 589 

650 151 


Uniforms 

194 865 

187 578 


Caiptal expenditure 

66 614 

19 343 


Cellphones 

223 349 

48 466 


Free basic services 

6 966 956 

4 576 035 


Special programmes 

191 357 

“ 
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GREATER GIVANI MUNICIPALITY 

Annual Financial Statsmantt for th« Yaar Ended 30 Jun* 2010 

NOTES TO ANNUAL FINANCIAL STATEMENTS 


General programmes 
Other expenses 


18 Employee-related cost* 

Made up of; 

Basic 

Medical aid -employer contribution 

UIF 

SDL 

Bargaining Council levies 
Leave pay provision charge 
Post-employement benefits (pension/provident) 

Overtime payments 
Long-service recognition 
Annual bonus 
Acting allowance 
Car allowance 
Housing assistance 
Clothing allowance 
Cellphone allowance 
Other allowances 
Standby allowance 

Included in employee^related costs are the remunerations of senior 
managers as follows; 

1 8. 1 Accounting officer 
Basic remuneration 
Acting allowance 
Car allowance 
Cellphone allowance 


18.2 Chief finance officer 
Basic remuneration 
Acting allowance 
Car allowance 
Cellphone allowance 


18.3 Corporate lervlcet manager 
Basic remuneration 

Acting allowance 
Car allowance 
Cellphone allowance 

18.4 Technical services manager 

Basic remuneration 
Acting allowance 
Car allowance 
Cellphone allowance 


18 5 Community services manager 
Basic remuneration 
Acting allowance 
Car allowance 
Cellphone allowance 


2010 

2009 

740 777 

225 536 

-3 323 543 

777 889 

27 344 350 

16 544 146 


44 975 281 

32 247 826 

653 369 

481 943 

398 374 

302 222 

- 

408 268 

10 985 

15 840 

209 176 

1 465 543 

8 576 735 

6 262 519 

237 753 

251 836 

1 619 751 

- 

3 213 097 

4 834 391 

378 474 

316 114 

2 300 036 

1 B28 939 

217 045 

243 919 

7 500 

39 833 

195 382 

17 478 

7 882 

- 

10 000 

- 

63 010 839 

48 716 671 


631 869 

446 490 

82 500 

100 000 

17 875 

35 463 

732 244 

581 953 


519 000 

357 358 

- 

22 460 

192 000 

162 000 

12 996 


723 996 

541 818 


470 304 

370 811 

168 OOO 

120 000 

12 996 

- 

651 300 

490 811 

506 940 

385 887 

168 000 

132 000 

12 996 

- 

687 936 

517 887 


434 520 

312 767 

168 000 

120 000 

12 996 

- 

615 616 

432 767 


19 Remunoratlon of counctllore 
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GREATER GIYANI MUNICIPALITY 

Annutl Ftnanclil Statoirwnti for tho Yaar Ended 30 June ZOlO 

NOTES TO ANNUAL FINANCIAL STATEMENTS 




2010 

2009 


Made up of: 

8 313 136 

8 133 704 


Councillors' basic remuneration 

455 734 

406 485 


Councillors' pension contribution 

2 864 314 

2 681 563 


Travelling allowance 

584 235 

521 233 


Cellphone allowance 

38 413 

1 329 


Unemployment Insurance contributions — 

12 255 631 

11 804 314 

20 

Debt impairment 

Contribution to debt impairment provision — 

All debtors balances aged above 120 days are considered doubtful, and a provision is raised in 
respect thereof. The provision is raised at cost. 

7 862 696 

9 564 528 

21 

Investment revenue 

Interest received - external — 

797 653 

367 079 

22 

Depreciation and amortisation 

Property, plant and eguipment — 

14 122 016 

1 589 496 

23 

Finance costs 

Interest paid ^ external — 

38 421 

1 090 939 

212 264 

1 168 463 

24 

Auditors' remuneration — 



26 Operating lease ^ 

The municipality leases 6 photocopiers from Technology Acceptances for a period of 60 months 
commencing 31 July 2006, The lease payment is fixed at R21 ,406 per month with no contirigent rent 
payments. The lease agreement is not renewable at the end of the lease term and the municipality 
does not have the option to purchase the photocopiers, The agreement does not impose restrictions. 


Future minimum lease payments 

256 872 

256 872 

Within 1 year 


256 872 

In years 2 - 5 inclusive 


. 

Later that 5 years 

266 872 

513 744 

Rental of facilities and equipment 

Rental of facilities - premises 

303 458 

459 939 

143 344,92 

115753 

Rental of other facilities and equipment 

446 803 

575 692 

Contracted services 

Made up of; 

325 033 

121 401 

Insurance 

1 897 784 

1 955 314 

Refuse removal 


629 804 

Security services 

2 222 797 

2 706 519 

Cash generated from operations 

13 843 038 

25 788 578 

(Deficit) surplus 


1 589 496 

Adjustments for * 

14 122 016 

-1 647 394 

Depreciation 



Provisions 


9 564 528 

Sale of assets 

7 862 696 

. 

Debt impairment 

Changes in working capital - 

42 364 

589 365 

Inventories 

-0 

-9 408 673 

Trade and other receivables 

-6 389 635 

-10 516 S60 

Consumer debtors 

-12 219 

- 

Shortterm investments 

2 259 543 

8 622 808 

Trade and other payables 

-A 678 663 

-1 166 025 

VAT 

700 752 

-2 478 754 

Unspent conditional grants 
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NOTES TO ANNUAL FINANCIAL STATEMENTS 


29 Unauthorived expenditure 

Operating votes 

Operating expenditure 
Opening bal 
Condoned by Council 
Current year disclosures 
Closing bal 

Capital expenditure 
Opening bal 
Condoned by Council 
Current year disclosures 
Closing bal 


2010 

2009 

27 749 891 

20 937 069 

4 184 854 

6 290 543 


6 290 543 

- 

-6 290 543 

- 

4 184 864 

6 290 543 

4184 864 

6 290 543 


2 608 328 

- 

-2 608 328 

- 

- 

2 608 328 

■ 

2 608 328 


The unauthorised expenditure of R6, 290, 543 on operating votes in the previous financial year includes 
an amount of R1, 465, 543 in respect of accrued leave. The net effect on operating budget is therefore 
R4, 625,000, which also includes an amount of R3, 558, 463 for employee salaries benchmarking in accordance 
with the relevant SALG6C agreement. The unauthorised expenditure has been ratified by Council in the 2009/10 
financial year 

Unauthorised expenditure for the current financial year is attributable to budgeting inaccuracies on individual votes. 
The overall budget reflects 10% underspending, as per Annexure 1: Budget/ actual expenditure comparison, 


30 Irregular expenditure 

30. 1 SCM requirement not fully complied with in the prior year 

Excess availment on councillors cellphone contract (prior years) 
Variation order not subjected to SCM regulation requirements 
Approval not obtained for purchases with less than 3 quota Ions 


Opening bal 
Condoned by Council 
Current year disclosures 
Closing bal 


9 210 090 
339 665 

2 417 987 
187 960 

19 104 567 

12 155 702 

19104 567 

19104 567 


-19 104 567 

- 

12 155 702 

19 104 567 

12155 702 

19 104 567 


Adjudication Committee minutes fell short of demonstrating that a member of the Evaluation Committee 
who signs the attendance register of the Adjudication Committee meeting only presents the bid evaluation 
report and gets excused from the proceedings, and does not participate in the actual consideration of the 
bid by the the Adjudication Committee. The inference drawn by audit is that the member actually influences 
the outcomes of two bid committees in contravention of the SCM regulations. The total contract amounts involved 
in the affected tender awards is R9, 91 0,090 over the duration of the projects. 


Cellphone expenses for councillors exceeded the allowance limits due to failure of the service provider 
to implment the agreement correctly. The excess amount collected money from the municipality's bank account 
through a debit order. The amount could not, so far be recovered from the service provider but the municipality 
considers it fully recoverable from the affected councillors, 

A variation order was approved on Kheto Bridge which had an original contract value of R1 2,861 ,733. The 
additional project scope which increased the project value to R1 5,279,720 was not subjected to the relevant 
public consultaion processes as required by the SCM regulations. 


Contrary to the SCM regulations transactions amounting to R 187,960 were undertaken with no attachment of three 
written quotations from different suppliers, and the reasons for deviations were not recorded and approved, 


30.2 Fruitless and wasteful expenditure 

Penalties on late payment to SARS 
Penalties on late payment to ESKOM 
Fraudulent bank transaction 


101 902 

19417 
195 OOP 

214 417 101 902 
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2010 

2009 

Opening bal 

101 902 

_ 

Condoned by Council 

-101 902 

_ 

Current year disclosures 

214417 

101 902 

Closing bal 

214 417 

101 902 


The municipality suffered a loss of R1 95,000 through a scam involving the use of a frudulent bank 
transaction by a fictitious company masquerading as Balaton International In the 2007/2008 financial 
The amount was not disclosed in the prior financial years, 

31 Additional diaclosures In terms of the MFMA 

In terms of section 36/ MFMA regulations, any deviation from the SCM policy should be approved or 
condoned by the accounting officer Deviations from the normal SCM processes in the following incidents 
were approved by the accounting officer on grounds of urgency and duly tabled to Council as part of the 
quarterly reports. 


311 


31.2 


32 


33 


Incident 

Amount (cy) Amount (py) 

Purchase of mayoral vehicle 

651 040 

Development of asset register 

1 100 000 

Rehabilitation of Giyani testing station 

864 667 

Upgrade of IT networK 

413 392 

Completion of Giyani section A road 

820 178 


3 749 277 


Inadequate compliance with SCM regulations 

A review of SCM processes undertaken by Limpopo Provincial Treasury highlighted the need for improvement 
in a number of areas, namely; training of SCM officials, promotion of SCM code of conduct; monitoring of the 
performance of contractors; staffing of SCM sub-directorate; incorporation of general conditions of contract in 
all agreements; approval of tenders in line with recommendations of the bid committees; signed appointment 
letters of all bid committee members; and ensuring that no person sits In more than one committees considering 


the same bid. 

Other Income 

Clearance certificates 


5 408 

4 307 

Confirmatjon letters 


150 893 

80 447 

Registration and transfers 


45 979 

43 949 

Registration of suppliers 


59 578 

31 410 

Re-issue of statements 


5 681 

1 776 

Sale of tender documents 


161 592 

52 702 

Sundry income 


328 581 

131 601 

Sale of grave plots 


54 411 

31 528 

Sale of refuse bins 


3 934 

4 798 

Water connection 

20 523 


30 500 

Water re-connectlon 

56 579 

77102 

18 684 

Agency income contra - water 

Building plans 


-77 102 

59 332 

27 871 

Escort fees 


6711 

4 826 

House loans 


60 578 

46 866 

Sewer connection 

12412 


28 044 

Sewer unblocking 

47 873 

60 286 

34 869 

Agency income contra - sewerage 

Other income 


-60 286 

12 



942 661 

574 190 

Income from agency servfcee 

Made up of: 

Vehicle registrations 


1 084 922 

1 002 540 

Agency fees - water services provision 


934 295 

. 

Agency fees - sewerage services provision 


6 017 194 

. 



8 036 411 

1 002 640 


The municipality administers the veihicio registrations function on behalf of the Provincial Transport 
Department for an agency fee of 20% on total receipts. The revenue collected by the municipality on the 
water services provision function [which comprises water and sewearge services provision] i$ retained 
by the municipality as agency fee in terms of the SLA. 
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34 Contingent liability 

The municipality is currently involved in a court case relating to RIVALA RE-GRAVELLING project. The 
matter being defended is about an amount of R363,278 paid into the account of one joint venture partner 
instead of that of the joint venture. The other partner is instituting a claim against the municipality for 
payment of the same amount of R363,278 into the joint venture account. The case Is pending a hearing 
by the High Court. According to legal opinion received, the probability of an outflow of economic benefits 
is fairly remote. 

35 Short term investments 

Fixed deposit 186 419 174 2OQ 

The municipality has the following short term investment, redeemable within 180 days 
Fixed deposit 
First National Bank Giyani 
Account number 71032635579 



Bank statement balances 


Cashbook balances 


30-Jun-10 

SO-Jun-OO 

30-Jun-08 

30-Jun-10 

30-Jun-09 

30-Jun-08 

Fixed deposit account 
#71032635679 

186 419 

174 200 

157 069 

180 419 

174 200 

157 069 


188 419 

174 200 

157 069 

186 419 

174 200 

157 069 


The fixed deposit is encumbered with a guarantee amount of R 144,000 pledged as a deposit on the electricity 
account with ESKOM 
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